* 


IBUSINESS 


THE  W.  L.  DOUGLAS  SHOE  GOMPANTt  BAGKGBODKD 
OF  A  REGENT  MERGER 
I  '  Bt  ChAILCT  W»  GaATfllEEP 


SOU1M3S  OT  CSUOXT  FOR  A  FRONTIER  lAMBER  COM. 
FANY:  THE  DANIEL  SHAW  LUMBER  GOMPANT  AS  A 
TYPE  STUDY 
Bt  A.  R.  Rbhio&m 


PUBLISHER  AND  ADVERTISER  EXTRAORDINAEY:  THE 
E.  C  ALLEN  GCHXECnON 
Bt  Robert  W.  Lotbit 


CHARLES  ILFELD  AND  MERCANTILE  CAPITALISM  IN 
THE  ARID  SOUTHWEST 
ByWiLUAM  J.PAUfll 


SECRETARTS  GOLUBfN 


JoasrCtbCY 


BULi^Errm  of  tbe  business  bxstorical 
sodDBTY,  ma 
HsNBiim  M. 

ftfcSdwd  qwatgd^  and  <ent  free  to  memben  ol  the  Soeiety. 

,  jhre  ifot^OBnSng  the  Sodety  or  the  BuBetb, 

adytere  TIm  iMam  Aiodeal  Soeftetj,  Soldien  FIdd,  Boeta  61^ 
liltlpinlmintti  ^ 

OoWbWi  fcy  thtPrehiiw  HlitoriMa  SreHly,  Jmk 


Tlie  L.  Douglas  Skoe  Company: 
Background  of  a  Recent  ^M.erger 


1.  Introduction 

The  W.  L.  Douglas  Shoe  Company,  founded  in  Brockton,  Massa¬ 
chusetts,  in  1876,  achieved  an  outstanding  success  as  the  first  shoe-  i 

manufacturing  company  to  establish  its  own  chain  of  retail  stores.  j 

After  World  War  I,  however,  the  company  entered  a  long  and  dreary  ' 

decline  which  resulted  finally  in  its  removal  to  another  state  and  its 
eventual  sale  to  another  company.  This  recent  mei^er,  with  Arthur  I 

Million,  Inc.,  a  subsidiary  of  the  General  Shoe  Corporation,  marks 
the  end  of  W.  L.  Douglas  as  an  independent  company.  j 

The  merger  of  a  small  company  with  a  large  group  is  an  old  story  in 
the  history  of  American  business  in  the  past  seventy-five  years.  The 
event,  however,  again  brings  up  the  question  of  why  a  company 
which  has  been  successful  should  thus  give  up  its  independence.  Was 
it  forced  to  take  such  action?  If  so,  was  this  an  inevitable  develop¬ 
ment  owing  to  external  influences,  or  did  it  come  from  weaknesses  of 
management?  The  answer  obviously  is  not  as  simple  as  these  ques¬ 
tions  imply.  Indeed,  the  answer  could  at  best  be  found  only  in  a  full 
investigation  of  the  history  of  the  W.  L.  Douglas  Shoe  Company  and 
of  the  industry  of  w'hich  it  w'as  a  part. 

This  article  does  not  pretend  to  answer  these  questions;  it  merely 
presents  the  results  of  an  exploration  of  what  may  have  been  the 
developments  and  problems  which  contributed  to  the  decline  of  the 
W.  L.  Douglas  Shoe  Company.  The  position  of  the  company  at  the 
time  this  article  w’as  being  prepared  made  its  management  reluctant 
to  open  its  records  to  the  researcher  or  to  discuss  its  problems  at 
length.  As  a  result,  the  information  in  this  account  comes  from 
published  sources  and  from  interviews  with  persons  who  had  had 
direct  dealings  with  the  company.  Much  of  the  information  is  based 
on  memories  forced  back  into  the  past.  It  is,  therefore,  presented  as  a 
tentative  sketch  of  a  story  w’hich  merits  full  exposition  based  on 
extensive  research  because  of  what  it  might  teach  about  an  important 
and  common  development  in  American  business. 
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2.  Founding  and  Early  Policies 

Ill  the  year  1876,  William  Lewis  Douglas  borrowed  $875  and  esta¬ 
blished  his  first  shoe  factory.  He  employed  five  workers  w'ho  turned 
out  48  pairs  of  shoes  a  day  in  a  single  room  measuring  30  by  60  feet. 
The  owner  and  manager  worked  along  with  his  crew  and  functioned 
as  buyer,  cutter,  and  salesman  as  well.  According  to  a  company 
pamphlet.  The  Boy  Who  Pegged  Shoes,  “  .  .  .  often  he  worked  eighteen 
and- twenty  hours  a  day,  and  it  was  not  uncommon  for  Brockton 
citizens  to  spy  him  coming  home  from  Boston  with  rolls  of  leather 
under  his  arm.”^ 

As  production  increased,  larger  quarters  w-ere  needed,  and,  in  1879, 
operations  were  transferred  to  a  factory  that  produced  480  pairs  of 
shoes  a  day.  Again,  in  1881,  the  Douglas  company  was  moved,  this 
time  to  a  three-story  plant  with  an  initial  output  of  840  pairs  a  day. 
This  production  level  soon  doubled  and  finally  increased  to  1,800 
pairs.  By  1892,  Douglas  had  moved  into  his  fourth  plant  and  was 
making  3,600  pairs  of  shoes  daily.  He  had  begun  to  advertise  his 
product  in  1884,  and,  from  that  time  until  1919,  with  little  fluctuation, 
production  mounted  steadily  to  20,000  pairs  of  shoes  a  day. 

Such  a  succe.ssful  record  of  expansion  begs  explanation.  Not  sur- 
pri.singly  a  part  of  the  explanation  is  found  in  the  character  and  back¬ 
ground  of  the  founder  and  in  the  economic  environment  in  which 
the  company  grew  up. 

Douglas  began  his  career  in  the  shoe  industry  in  1852,  when,  at  the 
age  of  seven,  he  started  pegging  shoes  for  his  uncle.  He  attended 
school  intermittently  until  the  age  of  ten,  w-hen  he  signed  on  with  his 
uncle  for  a  three-year  apprenticeship.  For  his  labor  he  received  board, 
lodging,  and  $5.00  a  month.  By  1859,  “Douglas  was  a  full-fledged 
journeyman  shoemaker,”^  but  a  slump  in  the  trade  forced  him  to  take 
a  job  in  a  Plymouth  cotton  mill,*  where  he  earned  33  cents  a  day. 

The  demands  of  the  Union  army  for  boots  made  it  possible  for 
Douglas  to  return  to  his  boot-making  trade  in  1862.  Then  he  served 
for  a  year  in  the  war,  w-as  wounded,  and  finally  was  dischai^ed  in 
1865.  The  w'ar  over,  Douglas  headed  w'estward. 

At  Black  Haw  k,  Colorado,  he  met  Zephaniah  Myers,  a  well-known 
boot  maker,  and  worked  under  him  for  a  short  time.  Later  he  received 

*  The  Hoy  Who  Pegged  Shoes,  privately  printed  by  the  W.  L.  Douglais  Shoe 
Company,  p.  12. 
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an  offer  to  enter  into  partnership  with  Alfred  Studley,  a  native  of 
Massachusetts,  who  ran  a  retail  shoe  store  in  Golden  City,  Colorado. 
Douglas  accepted  the  offer  and  spent  the  next  two  years  in  the  retail 
trade.  A  copy  of  a  Studley  &  Douglas  advertisement  appears  in  The 
Boy  Who  Pegged  Shoea.^ 

INDIANS! 


If  you  wish  to  run  away  from  the  Indians  don’t  go  barefoot,  but  buy  a 

pair  of 

BOOTS  or  SHOES 
Of  Studley  &  Douglas 

who  keep  constantly  on  hand  a  good  assortment  of  Boots  and  Shoes,  which 
they  will  sell  cheap  for  cash.  Particular  attention  paid  to  manufacturing  and 
repairing.  Store  on  Second  Street,  opposite  the  Boutwell  House,  Golden 
City,  Colorado.  .  .  . 

Although  the  shoe  store  is  said  to  have  flourished,  Douglas  sold 
his  share  in  1868  and  returned  to  Massachusetts.  New  England, 
after  all,  was  surely  the  leader  of  the  industry,  and  Douglas  was  by 
temperament  and  background  a  maker  rather  than  a  seller.  After  an 
eight-year  term  as  superintendent  of  the  Porter  and  Southworth  shoe 
factory,  he  borrowed  $875  to  start  manufacturing  on  his  own. 

Douglas  entered  the  business  of  making  shoes  during  a  time  of 
great  change.  While  industrial  overindulgence  in  the  United  States 
was  in  large  part  being  punished  by  depression,  the  shoe  industry,  a 
slow  starter,  was  enjoying  the  greatest  years  of  its  revolution.  From 
colonial  times  it  had  evolved  slowly  through  several  stages  of  or¬ 
ganization,  each  definable  change  tending  to  concentrate  control  and 
to  force  workers  to  specialize.  Still,  “up  to  1840,  the  shoemaker  had 
used  mainly  just  such  tools  as  had  been  used  for  centuries,”^  and 
without  machines  there  was  little  reason  to  build  factories.  By  mid¬ 
century,  enough  small  machinery  had  been  invented  so  that  a  few 
large  manufacturers  could  raise  factories.  But  it  was  not  until  Colonel 
McKay  introduced  a  stitching  machine  which  could  sew  leather  that 
real  industrialization  was  possible.  McKay’s  invention  occuri^ 
in  1862,  and  by  1870  there  was  a  considerable  demand  for  the  McKay 

®  fbid..  p.  10. 

Blanche  E.  Hazard,  The  Organization  of  the  Boot  and  Shoe  Industries  in  Massa¬ 
chusetts  before,  1875  (Cambridge,  1921),  p.  93. 


162  Bulletin  of  the  Business  Historical  Society 

stitching  machine.  Furthermore,  the  market  was  greatly  broadened 
by  the  Colonel’s  policy  of  leasing  the  expensive  machinery  rather  than 
selling  it.  The  abundance  of  shoe  machinery  put  into  use  between 
1875  and  1890  changed  the  face  of  the  industry,  and  soon  no  one  who 
continued  to  usi'  mid-century  methods  could  hope  to  compete  in  the 
mass  market.  It  was  the  timing  of  shoe  machinery  invention  that 
made  it  possible  for  Douglas  to  get  his  start  while  business  conditions 
generally  were  so  poor. 

Other  pertinent  changes  were  taking  place  in  the  shoe  industry. 
Edgar  M.  Hoover,  Jr.,  in  his  study  entitled  Location  Theory  and  the 
Shoe  and  Leather  Industries,  points  out  a  trend  toward  the  elimination 
of  the  jobber  in  the  distribution  of  shot‘s.®  Causes  for  this  trend  were 
the  nwd  for  accurate  and  quick  communications  in  .style  betw’cen  the 
retailer  and  manufacturer  and  certain  abuses  which  the  jobbers  per¬ 
petrated,  Among  the  latter  was  the  canceling  of  orders  for  little  or  no 
apparent  reason  and  then  offering  to  buy  the  sho(*s  at  a  reduced  rate. 
By  1895,  there  were  three  alternatives  ojk'H  to  manufacturers:  they 
could  ally  them.selves  with  one  or  more  key  jobb(*rs  and  build  a 
relationship  too  valuable  for  the  jobbers  to  jeopardize  by  malpractice; 
they  could  sell  direct  to  the  retailer;  or  they  could  open  their  own 
retail  stores,  though  this  w'ould  be  possible  only  for  the  larg(‘r  pro¬ 
ducers.® 

The  gradual  decline  of  the  unafRliated  jobber  gave  rise  to  a  situation 
which  is  described  thus  by  Hoover;^ 

Direct  selling  to  retailers  had  begun  as  early  jis  the  SO’s.  One  result  was 
that  there  came  to  be  a  more  or  less  definite  guarantee  for  the  line  of  each  well 
known  manufacturer.  Public  good  will  iMJcame  an  asset  again  for  the  first 
time  since  the  disappearance  of  the  handicraftsman,  and  the  way  was  ojien 
for  the  development  and  advertising  of  brands. 

Douglas  lacked  inventive  genius,  but  it  is  evident  that  he  could 
sec  industry  trends.  He  used  as  much  machinery  as  he  could.  He 
used  jobbers,  tnie,  but  he  also  established  the  first  nationwide  chain  of 
manufacturer-ow  ned  shoe  stores.  In  addition  to  bringing  him  closer 


*  E.  M.  Hoover,  Jr.,  Lomtinn  Theory  and  the  Shoe  and  Leather  Industries  (Cam¬ 
bridge,  1037),  p.  194. 

®  Idem. 

'  Idem. 
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the  market,  the  existence  of  the  stores  made  it  possible  for  Douglas 
produce  for  stock  and  thus  reduce  the  seasonality  that  has  always 
plagued  the  industry. 

Advertising  was  an  integral  part  of  the  Douglas  formula,  and,  as 
early  as  1884,  an  advertisement  shows  that  he  envisioned  national 
distribution:^ 

WORKINGMEN 
Try  a  pair  of 

W.  L.  DOUGLAS  $3  SHOES 

And  you  will  get  the  BEST  pair  of  shoes  you  ever  bought  for  the  price.  Do 
not  pay  $5  or  $6  for  a  pair  of  Shoes  when  you  can  buy  as  good  for  $3.  The 

W.  L.  DOUGLAS  $3  SHOE 

Is  a  sewed  shoe,  custom  made  of  the  finest  calfskin,  with  top  of  best  gloved 
kid,  stitched  with  best  silk  and  bottomed  with  the  best  leather.  You  cannot 
get  any  better  stock  in  a  $5  or  $6  Shoe,  and  for  style,  durability  and  ease  of 
fit  they  are  equally  as  good.  I  make  these  Shoes  on  a  medium  Ix)ndon  toe 
last,  with  a  straight  cap,  and  the  wide,  plain  toe  last — in  CONGRF^SS, 
BUTTON  BOOT  AND  LACE  BALMORAL.  They  are  suited  for  the 

WORKSHOP,  CHURCH  OR  FARM 
Being  made  for  SERVICE,  STYLE  AND  DURABILITY. 

1  warrant  ever>'  pair  and  give  a  written  assurance.  My  name  and  the  price 
stamped  on  the  bottom  of  each  Shoe.  To  introduce  these  shoes  into  every  city 
and  town  in  the  United  States,  and  in  order  to  create  a  demand  for  them  of 
retail  dealers,  I  take  this  method:  To  any  person  sending  me  $3,  with  the 
measurement  as  explained  by  the  cut,  stating  the  kind  they  want  and  the 
size  usually  worn,  also  the  length  of  the  foot  as  drawn  per  figure  A,  I  will  for¬ 
ward  a  pair  by  mail,  postage  free.  When  a  second  pair  is  wanted  ask  your 
Shoe  dealer  for  them,  and  if  he  has  not  got  them  send  to  me  as  at  first  and 
you  will  get  as  g(Kxl  a  fit  as  you  do  of  a  custom  shoemaker. 

Over  40,000  pairs  of  W.  L.  DOUGLAS  $3  SHOES  were  sold  in  the  Eastern 
States  last  year.  Try  one  pair  and  save  $2. 

W.  L.  DOUGLAS,  Brockton,  Mass. 

WANTED — Retail  Dealers  to  handle  these  goods  in  every  city  and  town  in 
the  United  States.  Send  for  price  list  and  terms. 

Besides  recognizing  and  taking  advantage  of  industry  trends, 
Douglas  incorporated  the  policies  of  oth^r  businessmen  in  his  strategy. 


*  Quoted  in  The  Boy  Who  Pegged  Shoes,  p.  11. 
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The  stamp  of  th(‘  maker  on  the  bottom  of  the  shoe  had  been  used  by  a 
producer  of  shot's  from  the  Union  army.  And  the  maintenance  of  one 
price  to  all  consumers,  the  policy  of  Stewart,  Macy,  and  Wanamaker, 
was  e.ss(*ntial  to  the  success  of  the  Douglas  marketing  system. 

Douglas’  ability  to  recognize  and  follow  trends,  and  to  know  and 
use  the  most  appropriate  policies  of  other  businessmen,  was  accom- 
panit'd  by  a  great  merchandising  sense.  He  appealed  to  the  broadest 
market,  the  workingman;  he  concentrated  on  rnaking  a  durable  shoe 
and  used  high  quality  workmanship ;  when  styling  stood  in  the  w’ay  of 
low  costs,  he  reduced  the  numlx*r  of  styles.  With  little  deviation 
Douglas  clung  to  these  policies  until  after  the  First  World  War,  and 
administered  them  with  great  skill.  The  abandonment  of  the  policies  •* 
and  the  decline  of  the  Douglas  company  went  hand  in  hand,  but  it  is 
not  necessarily  true  that  the  latter  re.sulted  from  the  former.  It  may 
have  been  a  partial  cause  or  merely  a  catalyst. 


3.  Growth  to  Maturity  and  the  Heyday  of  the 
Douglas  Company 

While  the  Douglas  Company  enjoyed  a  remarkably  healthy  infancy, 
it  did  not  escape  its  share  of  adolescent  pains.  The  first  of  the.se  was 
a  general  strike  in  Brockton  in  1884.  Known  colloquially  as  the  “42” 
strike  bccau.se  it  involved  42  operating  companies  in  the  Brockton 
area,  the  walkout  was  a  revolt  against  the  growing  use  of  machinery. 
In  1869,  for  example,  the  Goodyear  welt  was  perfected,  and,  in  1875, 
the  screw  bottoming  machine  was  put  into  use;  these  were  followed 
by  the  heel-building  and  attaching  machine  in  1870,  and  a  lasting 
machine  in  1882.  The  strike  failed,  but,  paradoxically,  the  end  result 
was  what  Brockton  labor  had  wished  for  in  the  first  place,  more  jobs. 
Wlien  the  workers  returned,  Brockton  manufacturers,  Douglas  in¬ 
cluded,  installed  all  the  machinery  they  could  afford  and  eventually 
built  the  area  up  as  the  most  important  center  in  the  country  for  the 
production  of  men’s  shoes. 

The  labor  movement  in  the  shoe  industry  had  two  false  starts. 
The  first  of  these  occurred  under  the  auspices  of  the  order  of  the 
Knights  of  St.  Crispin  formed  in  1867.  The  Knights  boasted  a  mem¬ 
bership  of  50,000  of  w’hich  40,000  were  Massachusetts  workers.  There 
w’ere  elaborate  rites,  statements  of  high  aims,  and  sworn  .secrets,  but 
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the  fundamental  reason  for  organization  was  to  secure  protection 
from  the  emplo3rment  of  “green  hands”  on  the  McKay  stitching 
machine.®  However,  loose  organization,  weak  finances,  and  the 
failure  of  the  desperate  North  Adams  strike — quelled  by  the  im¬ 
portation  of  107  Chinese  strikebreakers  from  California — combined 
to  force  dissolution  of  the  Knights'  organization  in  1872.*® 

The  demise  of  the  Knights  of  St.  Crispin  was  followed  in  the  same 
year  by  the  founding  of  the  Knights  of  Labor.  Their  chief  strength 
in  the  shoe  industry  came  from  the  Philadelphia  area,  where  protection 
from  sweatshop  labor  and  the  produce  of  prison  gangs  required  the 
most  organization.  Within  the  Knights  of  Labor  oi^anization  was 
the  Boot  and  Shoe  Workers  Union,  a  group  of  fourteen  loosely  as¬ 
sociated  crafts  which  organized  the  Douglas  plant  on  a  closed-shop 
basis.  When  the  Knights  of  Labor  ceased  to  function,  the  shoe  union 
remained  in  existence  and  became  affiliated  with  the  AFL.**  From 
the  beginning,  the  Boot  and  Shoe  Workers  Union  stressed  bargaining 
and  outlawed  the  strike  in  its  contracts  with  management.  As  an 
inducement  to  preserve  the  closed — later  the  union — shop,  the  Boot 
and  Shoe  Workers  offered  management  the  right  to  use  the  Union 
Stamp  on  Douglas  shoes. 

In  1910,  in  spite  of  the  no-strike  clause,  the  packers  and  dressers 
struck  in  the  Douglas  plant.  Douglas,  rather  than  cope  with  union 
difficulties  over  what  he  thought  would  be  an  extended  period,  moved 
the  organization  away  from  Brockton  to  leased  factories  in  Marlboro 
and  Lowell,  Massachusetts,  Nashua,  New  Hampshire,  and  Springvale, 
Maine.  But  the  quality  of  the  shoes  dropped  sharply,  trade  began  to 
fall  off,  certain  unavoidable  charges  on  the  Brockton  buildings  had 
to  be  met,  and  the  Douglas  company  returned  to  Brockton  in  1911. 
Douglas  espoused  the  B.  S.  W.  U.,  advertised  the  Union  Stamp,  made 
a  personal  friend  of  Sam  Gompers,  and  dismayed  fellow  manufacturers 
by  his  attitude  on  labor  matters.  While  he  actively  ran  the  company, 
there  was  no  further  labor  trouble. 

The  merchandising,  advertising,  and  distributing  operations  of  the 
Douglas  company  dovetailed  so  neatly  that  it  is  difficult  to  think  in 
terms  of  one  of  these  functions  alone,  and  it  is  artificial  to  describe 
them  separately.  Although  the  company  began  as  a  manufacturing 

*  Hazard,  op.  eit.,  pp.  121,  145  ff. 

Hoover,  op.  cU.,  p.  231. 

>'  Ibid.,  p.  232. 
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concern,  and  instituted  its  own  stores  simply  as  a  more  efficient 
way  of  distributing  its  product,  it  was  evident  by  the  turn  of  the 
century  that  the  stores  were  more  than  a  device.  Without  detailed 
operating  statements,  the  words  of  former  officers  that  a  very  hand¬ 
some  profit  was  realized  on  store  operations  must  suffice.  According 
to  one  .source,  at  least  55  stores  were  in  operation  in  1900,  and  these 
distributed  well  over  a  third  of  the  shoes  that  Douglas  produced. 
By  1917  the  number  of  stores  had  doubled  and  had  extended  as  far 
west  as  Denver.  Stores  were  acquired  on  lease  terms  and  were 
managed  by  employees  of  the  company. 

The  advertising  program  of  the  company  centered  largely  around 
store  activity,  although  it  was  administered  from  the  home  office. 
Advertisements  were  written  in  Brockton,  and  from  there  space  was 
bought  in  newspapers  in  all  cities  in  which  the  stores  were  located. 
This  system  may  now  seem  inflexible  and  incapable  of  allowing  for 
the  particular  characteristics  that  existed  or  contingencies  that  may 
have  arisen  in  any  one  town,  but  it  is  still  used  by  many  if  not  most 
chains.  Still,  the  expansion  had  bet'ii  swift — the  first  store  was  ojiened 
in  1894 — and  the  control  of  advertising  on  the  local  level,  particularly 
the  quality  of  the  copy,  would  have  been  difficult  to  maintain.  Fur¬ 
ther,  the  necessity  of  suiting  the  advertising  mes.sage  to  the  individual 
situation  was  not  important  until  comiK'tition  from  other  chain  stores, 
as  well  as  other  advertisers,  began  to  bi‘  felt.  There  was  also  some 
advertising  in  cities  not  represented  by  the  company  stores,  and  some 
national  magazine  space  was  bought,  but  newspapers  were  the  me¬ 
dium  of  the  working  class,  and  the  largcT  cities  where  the  stores  were 
located  always  received  the  lion’s  share  of  the  total  promotional 
effort. 

Although  the  store  managers  had  little  to  say  about  advertising, 
they  played  a  leading  role  in  the  choice  of  styles.  By  1900,  models 
of  shoes  in  various  styles  were  being  made  at  the  Douglas  company  at 
the  rate  of  about  35  a  season,  though  this  number  increased  sub¬ 
stantially  over  the  years.  Models  were  placed  on  display,  and  store 
managers  would  visit  Brockton  to  pick  the  styles  and  sizes  which  they 
felt  they  needed.  Thus  firing-line  opinion  was  transmitted  directly 
to  the  company’s  production  department. 

Operations  of  the  shoe  stores  were  checked  by  an  executive  who 
spent  most  of  his  time  on  the  road.  His  function  was  very  general. 
Besides  checking  inventories,  sales,  displays,  and  general  store 
apiwarance,  he  was  charged  i\ith  the  re.spon.sibility  of  w'atching 
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constantly  for  new  and  better  locations.  Typically,  the  company 
sold  shoes  to  the  trade  only  in  cities  where  they  had  no  stores  of  their 
own,  though  in  the  later  years  of  Douglas’  administration  this  rule 
was  more  and  more  excepted. 

The  Douglas  policy  with  regard  to  women’s  shoes  provides  further 
evidence  that  the  company’s  stores  were  assuming  a  greater  impor¬ 
tance  in  over-all  operations.  Douglas  began  to  make  women’s  shoes 
in  1912,  when  he  was  employing  upwards  of  3,000  workers.  Before 
1912,  the  company  had  purchased  its  women’s  shoes  from  outside 
sources.  By  1920,  the  volume  in  women’s  shoe  production  had  grown 
so  large  that  a  separate  plant  for  their  manufacture  was  warranted, 
although  some  shoes  were  still  bought  on  the  market. 

By  stages,  between  1914  and  1919,  the  $3.00  men’s  shoe  was 
abandoned.  Around  1914,  the  Douglas  company  first  started  to  make 
shoes  in  a  higher  quality  bracket.  A  “bench-made  special”  retailed 
for  $5.00  and  the  “Gold  Bond”  sold  for  $4.00  and  $4.50.  Gradually 
the  prices  rose;  the  $3.00  shoe  sold  for  $3.50,  and  then  passed  out  of 
the  picture  altogether.  During  the  inflation  in  1919,  the  price  on 
some  men’s  shoi^s  rose  to  $10.00.  After  the  war,  shoe  prices  came  down 
generally,  and  Douglas’  prices  with  them,  but  the  Douglas  company, 
except  during  a  trial  period  in  1933,  never  again  reached  the  old  $3.00 
level. 

The  change  in  shoe  prices  was  partly  the  result  of  the  falling  value 
of  the  dollar,  and,  until  the  end  of  the  First  World  War,  Douglas 
maintained  its  relative  position  in  the  low-priced  field.  After  the 
war,  however,  the  company  no  longer  concentrated  as  in  former  years 
on  producing  shoes  for  the  working  class. 

Top  management  guidance  and  the  formulation  of  original,  suc¬ 
cessful  policies  must  certainly  be  credited  to  William  L.  Douglas, 
although  operations  in  the  first  quarter  of  the  twentieth  century  were 
in  the  hands  of  capable  lieutenants. 

Before  the  turn  of  the  century,  Daniel  Packard  had  operated  a 
successful  tailor  shop  in  Brockton,  but  his  temperament  was  of  a  kind 
that  was  more  suited  to  politics  or  selling.  Douglas,  a  politician  him¬ 
self,  recognized  Packard’s  abilities  and  offered  him  a  job  in  the  com¬ 
pany  with  a  starting  salary  of  $25  a  week.  Packard  accepted  and,  in 
his  own  words,  “made  it  impossible  for  Douglas  not  to  raise  the  pay.” 
Soon  he  had  the  responsibility  of  checking  on  existing  stores  and 
opening  new  ones,  and  although  these  duties  kept  him  on  the  road 
most  of  the  time,  it  w’as  largely  because  of  his  influence  that  company 
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store  operations  lx‘came  a  guiding  factor  in  deciding  general  policy. 

Herbert  T.  Drake,  the  other  of  Douglas’  lieutenants,  also  joined 
the  company  at  the  turn  of  the  century.  He  was  a  young  man,  about 
25  years  old  at  the  time,  but  his  ability  to  manage  as  well  as  to  design 
good  workingmen’s  shoe's  was  soon  recognized,  and  he  became  pro¬ 
duction  manager.  Though  the  reason  is  not  clear,  he  left  the  company 
in  1914  to  run  his  own  concern  and  did  not  rejoin  the  Douglas  com¬ 
pany  until  1926. 

A  third  man,  Herbert  Tinkham,  also  figured  prominently  in  com¬ 
pany  operations  during  the  period.  He  joined  the  company  as  part  of 
the  clerical  staff,  married  one  of  Douglas’  daughters,  and  was  elevated 
to  the  post  of  treasurer.  Former  officers  of  the  company,  as  well  as 
outside  observers,  insist  on  the  caust*  and  effect  relation  between  these 
events,  and  there  is  no  evidence  to  the  contrary. 

When  William  L.  Douglas  died  in  September,  1924,  he  had  not 
participated  actively  in  company  affairs  for  two  or  three  years. 

Although  over-all  policy  had  lieen  under  his  guidance,  the  active 
management  had,  in  fact,  been  in  the  hands  of  Herbert  Tinkham  and 
Daniel  Packard.  It  is  pos.sible  that  this  situation  had  much  to  do  with 
the  company’s  gradual  retreat  from  the  working’ class  market,  for, 
though  Dan  Packard  was  a  keen  managi'r  of  the  stores,  la*  did  not  have 
the  founder’s  appreciation  of  the  solidity  and  strength  of  the  com¬ 
pany’s  original  market  bast'. 

That  appreciation  was  probably  a  substantivt*  factor  in  the  Douglas 
character,  having  been  planted  in  his  childhood  when,  forced  to  work 
hard,  he  gained  a  perception  of  the  worker’s  ixisition.  Certainly  early 
experience  affected  his  political  position — he  was  el(?cted  Democratic 
Governor  of  Massachusetts  in  1906  and  had  assisted  in  passing  the 
law  which  provided  for  a  state  arbitration  board  for  labor  disputes. 

His  use  of  the  Union  Stamp,  already  mentioned,  and  his  pioneering  in 
shorter  hours  for  his  workforce  were  concrete  signs  of  a  business 
attitude  consistent  with  his  political  liberalism.  His  choice  of  market 
seems  to  have  been  based  on  more  than  pure  analysis  of  opportu¬ 
nities. 

Wliether  through  hunch  or  reasoning,  the  process  3rielded  successful 
strategy.  The  formula  of  heavy  advertising,  few'  styles,  many  sizes, 
and  distribution  through  chain  stores  fitted  the  situation.  Toward  the 
end  of  his  career,  certain  changes  in  the  industry  which  had  been 
going  on  for  some  time  were  beginning  to  have  a  cumulative  effect.  ^ 

It  is  hard  to  say  whether  Douglas  recognized  these  and,  if  he  did, 
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whether  there  was  much  that  he  personally  could  have  done  about 
them.  He  was  a  successful  businessman  but  not  a  great  one,  for,  w'hile 
Douglas  left  his  heirs  with  a  tidy  fortune,  he  left  the  Douglas  Shoe 
Company  without  a  competent  successor  to  himself. 


4.  The  Tinkham  Administil\tion 

Herbert  Tinkham,  son-in-law  of  the  founder,  became  president  of 
the  W.  L.  Douglas  Shoe  Company  in  1924.  A  picture  of  the  company’s 
performance  during  Tinkham’s  administration  is  partially  given  by 
some  selected  statistics  in  the  accompanying  table. 

TABLE  I 

Selected  Financial  Statlstics  of  the  W.  L.  Douc.las  Shoe  Company 
,  (000  omittetl) ' 

Net  Price  of 

Inven-  Accounts  Working  Preferred 


Year 

Sales* 

Cash 

tories  Receivable 

Net  Worth**  Capital 

High 

IjOW 

1920 

$24,48.5 

1921 

15,0(X) 

1922 

13,000 

1923 

12,393 

$.530 

$3,884 

$401 

$5,960 

1924 

10,7.50 

991 

3,410 

285 

•  5,960 

192.T 

10,000 

900 

2,875 

233 

5,960 

86 

75 

1926 

10,000 

939 

2,623 

318' 

5,960 

$3,727 

88 

82 

1927 

9,000 

1,014 

2,021 

246 

5,960 

3,714 

86 

76 

1928 

9,300 

629 

3,014 

267 

5,960 

3,668 

90Vi  85 

1929 

9,.500 

.5^ 

2,926 

306 

5,960 

3,660 

94 

64 

1930 

7,87.5 

502 

2,845 

270 

5,957 

3,520 

75 

52 

1931 

6,300 

403 

2,484 

290 

5,511 

3,112 

56 

27 

1932 

4,510 

173 

1,.596 

202 

2,493 

1,837 

8 

7 

•  Sales  are  given  from  1920  liecause  it  was  the  year  of  the  highest  volume  in 
the  company’s  history. 

••  Includes  $933,034  gcKidwill.  Accounting  methods  until  1930  obscure  the 
company’s  true  Net  Worth. 

Source;  Standard  and  P(M)r’s  and  Annijal  Statements  of  the  Company. 


The  postwar  recession  naturally  had  much  to  do  with  the  precipi¬ 
tous  drop  in  sales  volume  in  1920  -  21,  and  the  great  depression  of  the 
early  1930’s  further  aggravated  the  later  decline,  but  these  general 
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business  movements  only  punctuate  the  less  dramatic  but  more 
significant  falling  off  in  Douglas’  volume  throughout  the  period.  The 
declining  level  of  inv'entories  and  net  working  capital  and  the  falling 
price  of  7  per  cent  (Simulative  preferrc'd  stock  add  weight  to  the 
evidence  that  the  Douglas  company  was  re(!eding  while  production 
of  shoes  in  the  United  States  was  on  the  incn*ase.  ‘ 

The  changes  that  had  been  taking  place  in. the  shoe  industry  were 
in  the  areas  of  location  and  marketing  metluxis.  The  gradual  shifting 
of  the  center  of  population  in  the  United  States,  the  growth  of  large 
urban  centers  inland,  transportation  costs,  artificial  inducements 
offered  by  communities  outside  New  England,  unbalanced  piece  rates 
and  the  restrictive  niles  and  policies  follow’ed  by  labor  unions  were 
combining  to  draw  the  shoe  industry  out  of  New’  England.*^  More¬ 
over,  the  little  amount  of  capital  required  to  start  a  shoe  factory — the 
result  of  United  Shoe  Machinery’s  l(?asing  policy — created  a  large 
number  of  mai^nal  producers  servicing  local  markets  at  low  costs. 
Because  the  skill  of  the  labor  forc(‘  in  other  localities  was  less  than  in 
New  England,  midw’estern  manufacturers  w’ere  primarily  producers 
of  low’-priced  shoes  and  were  theri'fon'  rc'al  competitors  of  the  Douglas 
company. 

While  Douglas  suffered  in  a  general  way  along  with  other  New 
England  shoe  concerns,  its  manufacturing  p,ctivities  were  not  so  hard 
hit  as  W’ere  its  marketing  operations.  Aft(*r  all,  Douglas  had  befriended 
the  B.  S.  W.  U. — “among  less  (conservative  unionists  [the  B.  S.  W.  U.] 
is  regarded  as  ‘yellow’,’  — ^and  had  escaped  the  more  radical  prac¬ 
tices  of  the  Shoe  Workers  Protective  or  the  United  Shoe  Workers, 
aggressive  unions  which  had  b(»come  entricnched  in  northern  Massa¬ 
chusetts.  Then,  too,  transportation  costs  were  not  really  a  major 
competitive  factor  in  the  shoe  industry. 

The  movement  of  the  mass  market  away  from  New’  England  was, 
however,  accompanied  by  changes  in  marketing  methods  which 
seriously  hurt  the  Douglas  company.  Until  the  years  immediately 
following  the  panic  of  1873,  much  of  the  trade  in  shoes  in  the  United 
States  had  hs'en  carried  on  by  commission  merchants.  The  financial 
crisis  left  many  shoe  manufacturers  unable  to  finance  .sales  through 


'*  An  excellent  historical  analysis  of  this  subject  is  found  in  Hoover's  Location 
Theory  and  the  Shoe  and  Ijeather  Indnstries,  pp.  l.'iQ  ff.  ^ 

Ibid.,  p.  233. 
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the  wholesale  and  retail  functions,  and  with  that  Idss  of  financial  con¬ 
trol  much  of  the  control  of  merchandising  passed  from  the  manu¬ 
facturer  to  the  wholesaler  and  the  retailer.  Although  some  manu¬ 
facturers  retained  control  by  operating  their  own  stores,  at  the  turn 
of  the  century  it  w’as  clear  that  shoe  styles  were  being  dictated  by 
demand  rather  than  by  producers’  fiat.  This  was  especially  true  of 
New  England  shoe  manufacturing  in  w'hich  overcapacity  intensified 
competition  and  led  to  an  ever-increasing  dependence  on  styling  and 
advertising  to  sell  shoes. 

The  implications  of  these  trends  should  have  been  of  prime  concern , 
to  the  Douglas  management.  Should  Douglas  continue  to  minimize 
style,  advertise  for  durability,  value  and  reputation,  and  rely  on  the 
hope  that  the  working  class  market  would  not  demand  style  dif¬ 
ferences?  Or  should  styles  be  increased  and  sights  set  on  a  market  a 
cut  higher  in  income  level?  The  first  choice  would  win  the  advantage 
of  longer  production  runs  and  less  seasonality,  but  it  would  involve 
the  danger  that  the  workingmen,  too,  might  soon  demand  a  degree  of 
sophi.stication  in  their  footw’ear.  The  alternative  would  take  advan¬ 
tage  of  high  labor  skill  in  Brockton  and  the  sales  appeal  of  styling, 
but  would  forfeit  production  savings  and  the  great  goodwill  in  the 
low  income  bracket  that  had  been  built  by  advertising  since  1884. 

It  is  not  known  whether  an  analysis  of  this  sort  was  made  or 
whether  industry  trends  w’ere  even  vi.sible  to  Douglas  executives. 
According  to  a  former  executive  of  the  company,  the  personality  of 
Daniel  Packard  wras  so  strong  that  his  decisions  w'ere  carried  out  with 
virtually  no  alteration.  Packard’s  insistence  on  the  importance  of  the 
store-sales  aspe(;t  of  the  business  may  have  led  the  company  to  make 
.some  concessions  to  style  demand  that  w’ould  not  have  been  made 
had  a  cost-conscious  executive  strongly  opposed  Packard’s  recom¬ 
mendations. 

The  increase  in  the  number  of  stores  between  1914  and  1925  from 
78  to  120  was  partly  the  result  of  Packard’s  success.  It  is  significant 
that  store  sales  were  bringing  the  company  greater  profits  than  sales 
to  the  trade.  These  profits  may  have  been  the  result  of  the  greater 
advertising  effort  put  ‘forth  in  cities  where  stores  were  located,  but 
Iierhaps  a  stronger  reason  was  that,  owing  to  the  popularity  of  Doug- 
la.^  stores,  a  slightly  higher  margin  was  available  through  the  com¬ 
pany’s  stores  and,  by  using  them,  the  company  was  able  to  gather 
wholesalers’  and  retailers’  profits  to  itself.  The  popularity  of  the 
Douglas  stores  and  the  consequent  increasing  dependence  on  them 
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tended  to  obscure  certain  trends  that  might  otherwise  have  been 
obvious.  A  drop  in  demand  for  Douglas  shoes  through  the  trade  might 
have  indicated  that  the  company  was  not  playing  the  role  for  which 
it  had  t)een  cast  by  its  founder. 

The  truth  is  that  under  Tinkham  the  Douglas  company  separated 
itself  just  enough  from  its  traditional  market  so  that  the  goodwill  it 
had  built  up  in  the  low  income  groups  gradually  wasted  away — while 
goodwill  continued  to  be  valued  at  $933,034^'* — ^and  promotion  of  the 
company’s  product  and  name  in  its  new  market  was  not  undertaken. 
That  the  company  cut  back  its  advertising  appropriation  at  this  time 
instead  of  increasing  it  indicates  one  of  two  things :  either  its  managers 
did  not  realize  that  the  company  was  actually  changing  markets  or 
they  did  not  appreciate  the  gravity  of  the  change. 

The  company’s  growing  dependence  on  store  sales  from  just  before 
the  First  World  War  until  1926  apix'ared  on  the  stirface  to  be  a  so¬ 
lution  to  its  operating  problems.  Packard  had  picked  excellent 
locations,  and  had  exercised  careful  control  over  general  apjx'arance, 
displays,  and  .sales  methods.  In  1926,  however,  Packard’s  health 
Ix'gan  to  fail,  and  within  a  year  lu*  left  the  company.  A  glance  at  the 
statistics  of  the  company  shows  th(‘  effect  of  his  departure.  He  had 
Ixx'ii  able  to  stave  off  a  .serious  d(‘cline  by  his  efficiency;  but  with  his 
departure  the  company  lx*came  an  (>a.sy  prey  to  othiT  younger  and 
rapidly  growing  shoe  companies.  'Fhe.se  othiT  concerns — General, 
International,  and  McElwain — .sjiw  the  value  of  chain  stores  such  as 
Douglas  owned  but,  in  contrast  to  Douglas,  they  also  ix*rceived  that 
advertising  and  skillful  merchandi.sing  were  requisite  to  succe.ss.  By 
the  time  the  United  States  had  reached  the  nadir  of  the  depression, 
the, Thom  IVIcAn  stores  of  McElwain  had  lx*come  securely  entrenched 
in  the  low-priced  field. 

The  lowered  .sales  volume  of  the  Douglas  company  and  the  cash 
drain  of  about  $250,000  a  year  im{X)sed  by  the  7  per  cent  cumulative 
preferred  stock  combined  to  place  the  company  in  financial  distress  in 
1931,  and  in  that  year  it  was  imix).ssible  for  the  first  time  to  pay  the 
preferred  dividends.  The  charter  of  the  company  jirovided  that,  in 
the  event  of  a  failure  to  pay  four  consecutive  quarterly  dividends  on 
the  preferred,  the  voting  control  should  pass  from  the  common  to  the 
preferred  stockholders.  Near  the  end  of  1932,  when  the  company 


This  was  a  book  figure,  probably  carrie«l  over  from  the  Maine  company. 
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failed  to  pay  its  seventh  consecutive  preferred  dividend,  proxy  battle 
lines  were  formed. 

W.  L.  Douglas  had  provided  in  his  will  that  the  common  stock  of 
the  company  should  be  distributed  partly  among  the  officers  of  the 
company  and  partly  on  the  open  market;  until  1933,  control  of  the 
common  stock  rested  firmly  in  the  hands  of  management.  The  bulk 
of  the  preferred  stock  owned  by  Douglas  had  been  left  to  his  family — 
his  wife  and  two  surviving  daughters,  Mrs.  Richmond  and  Mrs.  Rus¬ 
sell.  The  family’s  interests  were  guarded  by  Joseph  Bartlett,  of  Ely, 
Bartlett,  Thompson  and  Brown.  A  Boston  lawyer  and  prominent 
Democrat,  Bartlett  was  shortly  to  be  appointed  chairman  of  the  Civil 
Works  Administration  in  Boston  and  chairman  of  the  board  of  trus¬ 
tees  of  the  University  of  Massachusetts  at  Amherst. 

In  1932,  Bartlett  organized  a  preferred  stockholders’  protective 
committee  for  the  family  and  won  enough  proxies  to  gain  control  of 
the  company.  Mr.  Bartlett  was  then  appointed  president  of  the 
corporation  and  the  Tinkham  administration  was  brought  formally 
to  an  end. 

5.  The  Bartlett  Administration 

As  a  lawyer  Joseph  Bartlett  had  had  no  experience  in  the  adminis¬ 
tration  of  a  shoe  company.  He  therefore  had  to  find  a  manager  for 
the  Douglas  company,  and  the  sooner  the  better.  The  man  he  chose 
was  Paul  Wolfer. 

Paul  Wolfer  had  arrived  on  the  Douglas  scene  in  1928  during  the 
Tinkham  administration.  Wolfer  had  come  to  see  Tinkham  with  a 
pair  of  shot's  that  had  a  special  corrective  construction.  Perhaps  the 
most  dramatic  feature  of  the  shoe  was  the  sponge  rubber  pad  that  w’as 
built  into  the  heel.  The  pad,  combined  with  what  was  called  a  threo- 
way  suspension  construction,  made  the  shoe  far  more  comfortable, 
especially  for  persons  with  weak  foot  muscles. 

Wolfer  had  been  making  the  shoes  in  a  plant  in  Everett,  according 
to  a  man  who  was  a  Douglas  officer  at  the  time,  but  he  had  not  met 
A^ith  the  degree  of  success  that  he  expected.  A  diagnosis  of  the  shoe 
by  a  Douglas  official  revealed  that,  while  the  idea  of  the  construction 
was  sound,  the  use  of  poor  lasts  nullified  the  shoe’s  value.  As  a  com¬ 
plete  change  of  lasts  would  have  been  extremely  expensive,  and  as  the 
new  shoe  would  have  required,  either  heavy  promotion  or  distribution 
under  a  well-established  name,  an  arrangement  was  made  for  the 
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Douglas  company  to  lease  the  patent.  CiTtainly  the  Douglas  com¬ 
pany  m^eded  a  “hjrpo,"  and  Wolfer  desired  the  production  of  his  shoes; 
it  seemed  at  the  time  that  the  arrangement  constituted  a  most  happy 
union  of  inter(*sts.  ' 

The  Douglas  company  had  made  a  corrective  men’s  shoe  before 
1928,  but  this  shoe  had  not  met  with  outstanding  approval.  Largely 
for  this  reason — and  bc‘cause  Wolfer  was  a  specialist  in  women’s  shoes 
— production  of  Wolfer’s  corrective  shoe  was  confined  to  the  women’s 
line  for  the  four  yeai-s  1929  through  1932.  It  was  sold  to  the  general 
trade  under  the  name  of  “normal  tred,’’  and  through  the  Douglas 
chain  stores  as  the  “aeroptnlic.’’  A  slightly  higher  price  was  charged 
the  con.sumer  for  aerojK*dic  shoes  .sold  in  Douglas  .stores,  although  the 
shoes  were  identical  to  those*  released  through  other  channels.  Aero- 
pedic  and  normal  tred  shoes  constituted  a  substantial  f>er  cent  of 
women’s  shoe  production  by  the  Douglas  company  during  this  period. 

The  Douglas  company  at  about  that  time  was  beginning  to  suffer 
from  the  provi.sions  of  store  lea.ses.  Income*  from  the  stores,  following 
the  departure  of  Packard,  had  dropp<*d,  and  leases  which  held  for 
terms  as  long  as  five  y(*ar.s  were  taking  a  greater  and  great<*r  proportion 
of  the  company’s  rec(*ipts.  Still,  company  stores  gr(*w  in  number, 
until  in  1935  there  w(*re  130.  Perhaps  the  company  rea.soned  that  one 
way  to  alleviate  lo.s.se.s  was  to  acquire  additional  stores  at  depression 
prices.  This  action  meant  for  the  Douglas  company,  how(*ver,  that  to 
an  increa.sing  degree  it  was  forced  to  buy  shot*s  on  tlu*  market  for  re¬ 
sale.  In  most  ca.s(*.s  the  purcha.s(*  of  sh(K*s  for  resale,  a  common  indus¬ 
try  practice,  was  re.sorted  to  only  to  meet  the  sw(*lling  of  demand  at 
seasonal  jx'aks. 

Although  the  Douglas  company  was  purcha.sing  sh(K*s  from  the 
trade,  it  was  neverthele.ss  not  using  all  its  own  factory  space.  In 
March,  1933,  the  management  decided  that  the  company  should  pro¬ 
duce  its  own  $3.00  shor's  again.  The  move  was  probably  made  in  order 
to  increase  the  volume  of  production  and  reduce  fixed  costs  per  pair 
manufactured,  but  it  was  soon  found  impractical,  for,  as  management 
a.sserted,  labor  costs  were  higher  in  Brockton  than  in  competing  areas. 
One  wondei’s  whether  even  by  that  time  the  Douglas  company  had  . 
realized  the  (*xtent  to  which  competition  had  assumed  control  of  the 
former  Douglas  low-priced  market.  Very  likely,  the  production  of 
,$3.00  shoes  in  1933  did  not  last  long  enough  for  the  management  to 
dLscover  the  difficulty  of  the  marketing  problems  attached  to  such  a 
step. 
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While  management  considered  Brockton  labor  costs  to  be  high  in 
June  of  1933,  two  years  later  they  would  have  welcomed  the  rates  of 
1933.  Dissatisfied  with  the  policies  and  administration  of  the  Boot 
and  Shoe  Workers  Union,  AFL,  Brockton  workers  discarded  their  old 
union  and,  with  the  help  of  the  newly  created  National  Labor  Board, 
created  a  new  independent  one,  the  Brotherhood  of  Shoe  and  Allied 
Craftsmen.*®  After  25  years  of  representing  labor,  the  old  B.  S.  W.  U. 
'—had  lost  its  piont'eriiig  spirit.  The  workers  turned  against  their  union 
when  they  found  that  the  State  Board  of  Arbitration — which,  they 
reasoned,  was  really  the  child  of  former  Governor  Dougla.s — was 
ruling  in  favor  of  management  with  a  galling  consist«*ncy.*® 

The  dispute  which  led  to  the  change  in  unions  was  precipitated  by  a 
I  change  in  established  wage  rates.  In  Brockton,  piece  rates  varied,  as 
they  still  do,  according  to  a  grading  .system  under  which  the  labor 
costs  for  the  various  operations  on  a  shoe  were  largely  determined  by 
the  retail  price  of  the  completed  article.  There  were  six  rates,  from  the 
most  expensive  to  the  fifth  and  “fifth  special”  rates,  the  last  two  of 
which  were  in  effect  at  the  Douglas  plant.  This  method  of  gauging 
rates  applied  to  all  crafts  in  Brockton  except  to  the  edge-trimmers’, 
whose  work  for  years  had  never  been  rated  below  the  fifth.  The  B.  S. 
W.  U.  had  agreed  to  respect  this  exception,  and  until  June  of  1933  the 
agreement  had  been  consistently  honored.  When,  at  that  time,  union 


For  information  about  the  Brotherhoo<l,  I  am  indebted  to  its  founder  and 
first  president,  John  Murphy. 

**  Labor  trouble  in  Broekton  had  recurred  intermittently  from  about  1923. 
When  the  Douglas  company  had  asked  for  a  wa^e  cut  in  that  year  and  the  State 
Board  had  assented,  a  reaction  had  occurred.  ^  wildcat  strike,  starting  in  the  cut¬ 
ting  r(M)m  had  spread  through  the  factory  and  had  lasted  for  14  weeks.  It  had 
been'defeated  mainly  because  the  workers  had  been  striking  against  both  manage¬ 
ment  and  the  union  organization.  Some  strikers  had  been  fined,  others  had  been 
fired,  and  the  wage  cut  had  l)een  put  into  effect.  The  importance  of  the  strike  had 
l)een  not  in  the  outcome  but  in  the  expression  it  gave  to  the  general  worker  di.s- 
satisfaction  with  B.  S.  W.  U.  policy. 

In  1929,  after  settling  a  Cincinnati  strike  to  the  satisfaction  of  Imth  labor  and 
the  union,  John  J.  Mara  had  been  elected  to  the  presidency  of  the  Boot  and  Shoe 
Workers  Union.  He  had  promised  more  local  autonomy  but  had  found  that,  to 
maintain  control  of  a  national  union,  .some  degree  of  centralization  was  required. 
The  mobility  of  the  shoe  industry  for  one  thing,  had  often  made  the  militant  atti¬ 
tude,  so  characteristic  of  local  rule,  dangerous  to  the  interests  of  both  the  town 
and  the  workers  in  the  town.  By  1933,  when  the  B.  S.  W.  U.  was  replaced,  Mara' s 
attitude  and  policy  had  come  to  approximate  that  of  former  incumbents. 
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officials  allowed  shoe  manufacturers  in  Brockton  to  apply  the  “fifth 
special”  rate  to  the  work  done  by  edge-trimmers,  the  edge-trimmers 
organized  in  a  Mutual  Benefit  Association  under  John  Murphy  and 
staged  a  sit-down  strike.  As  the  new  management  of  the  Douglas 
company  could  not  afford  a  stoppage,  it  acceded  to  the  edge-trimmers’ 
demands. 

Taking  their  cue  from  the  success  of  the  edge-trimmers’  strike,  the 
other  crafts  in  Brockton  also  formeti  into  Mutual  Benefit  Associations 
and  challenged  the  B.  S.  W.  U.’s  right  to  repre.s(mt  them  by  ceasing  to 
pay  dues.  Eight  weeks  of  dues  delinquency  meant  lo.ss  of  meml)ei‘ship 
in  the  union,  which,  in  closed  shops,  also  meant  loss  of  jobs.  On  August 
25,  1933,  the  shoe  manufacturers  of  Brockton,  with  the  union’s  ap¬ 
proval,  fired  the  first  workers  for  not  being  members.  Bartlett  went 
before  the  company’s  workers  and  with  a  skill  acquired  as  a  trial 
lawyer,  pleaded  the  company’s  ca.se.  But  in  vain.  On  the  following 
day.  the  workers  of  Brockton  went  out  on  a  general  strike  which 
stopped  production  in  the  city  for  ten  weeks.  By  the  end  of  that  time 
all  the  shoe  concerns  exc(*j)t  Douglas  had  agreed  to  r(*cogniz(‘  the  new' 
Brotherhood  of  Shot*  and  Allied  Craft.smen — as  the  fourteen  Mutual 
Benefit  A.ssociations  had  decided  to  call  themselves. 

The  Douglas  company,  however,  continued  to  rt'quirt*  the  B.  S. 
W.  U.  to  supply  labor,  following  the  terms  of  the  contract.  Workers 
had  to  Ik*  tran.sjK>rted  from  Boston  under  armed  guard  (*very  day, 
but  at  no  time  were  enough  workers  brought  in  to  fill  the  plant. 

Finally,  in  late  Octolx*r,  the  case  went  before  the  National  LalK)r 
Board.  Bartlett  w’ent  to  Washington  to  state,  his  ca.se.  With  a  lawyer’s 
respect  for  sanctity  of  contract,  Bartlett  contended  that  the  union 
agreement  was  binding  until  June  and  that  the  goodwill  w  hich  Doug¬ 
las  had  created  by  advertising  the  Union  Stamp  was  a  proiK*rty  of 
which  it  could  not  be  deprived  except  by  due  process  of  law.  The  new 
Brotherhood  pleaded  that  the  old,B.  S.  W.  U.  was  not  the  proper  bar¬ 
gaining  agent  in  the  Douglas  plant,  since  most  of  the  workers  had 
never  actually  voted  this  power  to  their  union  but  had  been  required 
to  acknowledge  it  as  a  condition  of  their  initial  employm(*nt.  The 
Brotherhood  also  pointed  out  that  during  the  strike  the  Douglas  com¬ 
pany  had  bought  sho(*s  from  a  non-union  plant  and  had  stamiH*d  them 
w'ith  the  union  st'al.  Finally,  by  a  divided  vote,  the  N.  L.  B.  rul(*d  that 
the  issue  of  prop(*r  representation  would  have  to-be  decided  by  a  vote 
of  the  employees.  The  Brotherhood  of  Shoe  and  Allied  Craftsmen 
won  the  election  by  a  majority  fully  expressive  of  the  general  distaste 
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for  the  policies  of  the  B.  S.  W.  U.,  and  the  new  independent  union 
immediately  replaced  the  old. 

To  the  Douglas  company  the  cost  of  the  strike  was  measured  in 
more  than  the  loss  of  time  or  the  change  of  unions;  by  its  action  in 
trying  to  enforce  the  contract  with  the  old  union,  the  company’s  public 
relations  w'ere  dealt  a  serious  blow,  a  blow  from  which  the  company 
never  completely  recovered.  Two  months  after  the  strike  ended,  Paul 
Wolfer  commented,  “One  thing  is  sure,  the  company  will  not  fight  any 
more.  It  isn’t  worth  it,  and  if  the  trouble  arose  again,  the  firm  would 
probably  elect  to  move  to  one  of  the  factories  whose  owners  are  con¬ 
stantly  after  us.’’*^  After  the  episode  of  1933  the  Brockton  company 
was  never  able  to  regain  the  respect  and  goodwill  of  Brockton’s 
citizenry. 

After  1933  the  financial  condition  of  the  Douglas  company  under 
Bartlett  and  Wolfer  improved  gradually.  Sales  labored  up  from 
$4,500,000  in  1932  to  $6,400,000  in  1937,  and  in  the  la.st  three  years 
of  that  period  there  were  profits  of  $48,357,  $94,233,  and  $50,430.** 
In  1938,  after  27  quarterly  dividends  on  the  preferred  stock  had 
IxH'n  pas.sed,  the  management  undertook  to  reorganize  the  financial 
structure  of  the  company.  In  a  letter  to  the  stockholders  dated  De¬ 
cember  7,  1937,  Bartlett  stated  that  prior  to  1930  mast  of  the  earnings 
of  the  company  had  been  paid  to  the  stockholders  and  that  lo.sses 
amounting  to  $1,824,21 1  during  the  depression  came  out  of  the  capital 
structure.  He  went  on  to  .say  that  the  company  still  had  a  capital  de¬ 
ficit  excc*eding  $500,000,  that  a  loan  of  $925,000  was  outstanding,  and 
that,  unless  the  deficit  and  accumulated  dividends  were  eliminated 
and  the  balance  slietd  restor'd,  new  capital  could  not  be  raised.  The 
reorganization  provided  for  voluntary  substitution  of  three  shares  of 
5  i)er  cent  prior  preferred  stock  (with  no  par,  but  a  liquidating  value 
of  $25  and  stated  on  the  books  as  $20)  plus  two  shares  of  common,  for 
each  share  of  7  per  cent  preferred  stock.  At  the  annual  meeting  of  the 
stockholders  the  plan  w’as  adopted  by  a  proxy  tally  of  29,853  to  50. 
By  1940,  all  but  1,200  of  the  55,000  7  per  cent  preferred  shares  had 
been  converted.  As  a  part  of  the  plan  of  reorganization,  it  w'as 
contemplated  that  a  long-term  loan  to  the  company  would  be  forth¬ 
coming.  However,  before  the  reorganization  was  completed  in  the 
summer  and  fall  of  1938,  the  money  market  had  drastically  changed 
and  loans  were  impo.s.sible  on  a  long-term  basis. 

*’  Quoted  in  The  Brockton  Enterprise  and  Times,  Januar>'  11,  1934. 

.4nnual  Statements  of  the  W.  L.  Dou^lai^  Shoe  Company. 
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Financos,  however,  were  not  a  key  to  the  Douglas  recovery.  Pro¬ 
duction  inefficiencies  and  severe  competition,  according  to  a  former 
Douglas  official,  result(‘d  in  the  gradual  curtailment  of  women’s  shoe 
production.  Wolfer  had  been  trained  in  the  manufacture  of  w'omen’s 
shot's  and  stressed  that  branch  of  the  business  to  the  detriment  of  the 
men’s  wear  line.  Douglas  stores  w'ere  known  primarily  as  men’s  stores 
and  the  Douglas  name  carried  little  w'eight  in  the  women’s  field.  Such 
profits  as  the  company  earned  in  the  1930’s  came  from  its  men’s  line; 
its  w'omen’s  shoes,  many  of  them  equippt'd  with  Wolfer’s  ‘‘aeropedic” 
design,  w'ere  consistent  money  lost'rs.  Finally  the  women’s  shoe  plant 
was  closi'd,  in  June,  1939.  After  that,  w'omen’s  shoes  w^ere  bought 
from  other  firms.  Company  profits  in  1935,  1936,  and  1937  turned  to 
losses  of  $180,563  and  $514,537*®  in  1938  and  1939.  In  the  latter  year 
Paul  Wolfer  retired  from  the  management  and  Charles  Ault  replaced 
him. 

5.  The  Ault  Administration 

Charles  Ault  had  formerly  managed  the  Ault-Williamson  Shoe 
Company  of  Auburn,  Maine.  After  that  company  had  failed  he  had 
worked  for  a  time  in  shoe  firms  in  St.  Djiiis,  Columbus,  and  Lynch¬ 
burg. 

One  of  the  first  steps  under  his  administration  was  to  dost*  two  of 
the  men’s  shoii  plants  and  consolidate  the  nunaining  opi'rations  into 
one  main  plant  w^here  line  production  could  be  achieved.  Further,  ho 
stressed  the  policy  of  closing  the  le.ss  efficient  sho<*  stores  and  not  n'- 
placing  them.  By  1942,  the  company’s  stores  had  shrunk  in  numljer 
from  130  to  87. 

In  spite  of  this  program  of  retrenchment,  production  inefficiencies 
continued.  Independent  observers  noticed  a  slackening  in  quality. 
At  the  same  time  the  number  of  styles  increased.  By  the  time  that  the 
war  started  it  is  said  that  Douglas  was  producing  shot\s  in  too  many 
styles,  and  large  inventories  were  accumulating. 

In  the  first  six  months  of  his  administration,  Ault  reduced  the  com¬ 
pany’s  loss  to  $203,000,  but  Bartlett  reported  in  a  letter  to  the  stock¬ 
holders  that  the  new’  management  had  not  quite  measured  up  to  his 
hojK's.  The  letter  also  expressed  a  doleful  view’  of  the  futurt'  based  on 
the  deterioration  of  world  affairs.  The  misgivings,  as  it  turned  out, 
were  not  realized,  for  the  war  and  its  aftermath  provided  the  Douglas 


I.eather  and  Shoe  t'inancial  Statements,  1939,  1940. 
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company  with  seven  consecutive  years  of  profitability.  The  inventory 
accumulation  turned  into  a  bonanza,  and  Navy  contracts,  although 
not  in  themselves  profitable,  filled  the  plant  to  capacity  and  helped 
contribute  to  overhead.  Profits  and  sales  for  the  years  1941  through 
1949  are  given  in  the  accompan3dng  table. 

'  T.ABLK  II 


W.  L.  Douglas  Shoe  Company  Profits  and  Sales 


Year 

Sales 

Profits 

1941 

%  6,323,848 

$340,016 

1942 

7,990,475 

458,286 

1943 

8,104,845 

308,669 

1944 

7,S77,47S 

156,960 

1945 

8,499,294 

272,191 

1946 

9,524,929 

413,494 

1947 

10,099,847 

178,279 

1948 

8,260,017 

(431,461)“ 

1949 

5,277,741 

(783,321)* 

1950'> 

2,020,180 

(677,157)“ 

•(Losses). 

'’First  six  months. 

Source:  Annual  Statements  of  the  W.  L.  Douglas  Shoe  Company; 
Standard  and  Poor's;  Leather  and  Shoe  Financial  Statements.  The 
figures  for  1950  are  from  the  company’s  books. 

After  the  war,  the  board  of  directors  decided  that  the  Douglas  com¬ 
pany  should  again  produce  low-priced  shoes,  but  the  Union  refused  to 
work  on  or  make  the  lower-priced  shoes  that  the  market  apparently 
called  for.  Costs  at  the  Brockton  plant  and  labor  rates  in  the  Brock¬ 
ton  area  suggested  that  production  of  this  type  should  begin  some¬ 
where  else.  Not  long  after  Douglas  made  known  its  intentions,  the 
Scranton  (Pennsylvania)  Chamber  of  Commerce  offered  to  build  a 
plant  and  lease  it  to  the  company.  The  offer  was  accepted  and  work 
on  the  building  was  begun.  However,  construction  of  the  new  factory 
took  almost  a  year  longer  than  was  expected,  and,  as  some  had  pre¬ 
dicted,  training  miners  to  become  shoemakers  took  a  long  time. 
Management  found  that  some  of  the  shoes  produced  in  Scranton  had 
to  be  shipped  to  Brockton  for  reworking  before  they  could  be  put  on 
the  market. 
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But  the  Scranton  branch  of  the  company  had  two  real  advantages. 

In  that  city  bargaining  was  carried  on  with  only  one  union  rather  than 
th(‘  fourt<*en  virtually  autonomous  locals  of  the  Brotherhood,  and, 
while  the  Scranton  crew  was  represented  by  the  United  Mine  Workers, 

Local  70,  uiuUt  Kathryn,  the  daughter  of  John  L.  Lewis,  the  Douglas 
management  found  it  simpler  and  quicker  to  arrive  at  agreement.  On 
the  surface  this  difference  may  appear  to  have  been  slight,  but  in  prac-  . 
tice  it  was  the  very  root  of  Brockton’s  high-cost  labor  situation. 

Brockton  manufacturers  found  great  difficulty  in  negotiating  with 
fourtwn  virtually  autonomous  labor  representatives  any  one  of  whom 
could  hold  back  an  agreement  reached  with  the  other  thirteen.  The 
rt'sult  w'as  a  plethora  of  fringe  concessions  which  in  total  seriously 
added  to  manufacturing  costs  and  w'hich  distressingly  reduced  the  out¬ 
put  per  worker.  The  company’s  decision  to  begin  manufacturing  in 
Scranton  cau.4ed  some  concern  in  the  ranks  of  Brockton  labor,  but 
Douglas  officials  insisted  that  the  move  had  been  made  only  in  order 
to  produce  a  low-priced  line  of  shoes,  which  was  clearly  impossible  in 
Brockton. 

In  1946  and  1947  the  gross  sales  had  gone  up  from  around  $7,000,000 
to  nearly  $10,000,000,  about  one-half  of  this  being  in  the  wholesale 
division.  The  drop  in  profits  in  1947  to  $178,279  was  partly  caused  by 
difficulties  involved  in  starting  production  in  Scranton.  During  the 
War  each  of  the  separate  crafts  had  obtained  from  the  superintendent 
concessions  regarding  labor  rates,  and  in  addition  the  old  inefficiencies, 
hidden  by  war  and  postwar  conditions,  were  b(;ginning  to  tell.  From 
the  beginning  of  his  employment  in  Brockton,  Ault  had  made  a  prac¬ 
tice  of  spending  week  ends  at  his  home  in  Maine ;  after  the  war,how- 
ever,  these  week  ends  began  to  extend  from  Friday  morning  till  Mon¬ 
day  night.  Bartlett  w^as  sorely  distressed  by  the  rapid  disintegration 
of  the  Douglas  organization  under  Ault — ^and  would  probably  have 
replaced  his  manager  had  not  local  sympathies  toward  Ault  deterred 
him — when  Ault  suddenly  died.  Ault’s  dedth  in  June,  1947,  revealed 
what  was  possibly  his  w’orst  shortcoming.  He  had  not  in  any  way 
provided  for  a  successor,  nor  had  he  provided  trained  and  competent 
departmental  executives. 

While  searching  for  someone  to  replace  Ault,  Bartlett  had  to  run 
the  company  himself.  The  quest  for  a  competent  executive  w'as  made 
especially  difficult  by  the  failure  of  the  stockholders  to  realize  the 
seriousness  of  the  situation.  Bartlett  knew'  that  the  company  could 
be  preserved  only  by  an  executive  of  unusual  capacities  and  he  knew  t 
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that  such  talent  could  be  had  only  at  a  high  price.  His  hands  were 
tied,  however,  by  the  conflicts  among  the  stockholders,  a  suit  being 
brought  by  a  group  of  common  stockholders  in  an  attempt  to  get  con¬ 
trol  of  the  company.  Meanwhile,  the  parent  company  was  losing 
money  steadily.  The  loss  for  1948  was  $431 ,461 . 

6.  Marshall  Stevens  and  Recent  Events 

Just  before  Ault’s  death  in  June,  1947,  a  capable  management  con¬ 
sultant  who  investigated  all  the  possibilities  of  reducing  manufactur¬ 
ing  costs,  was  employed  by  Joseph  W.  Bartlett.  Toward  the  end  of 
1948,  Bartlett  found  a  man  who  was  willing  to  assume  the  manage¬ 
ment  of  the  Douglas  company.  He  was  Marshall  Stevens,  a  sales 
executive  and  vice-president  of  the  Selby  Shoe  Company. 

Stevens,  basing  his  facts  on  the  consultant’s  findings,  launched  his 
attack  on  April  29,  1949.  Work  stopped  and  Stevens  announced  that 
it  would  begin  again  only  under  substantially  the  following  conditions: 
(1)  the  workforce  was  to  be  reduced  from  663  to  375;  (2)  productivity 
was  to  be  increased  from  4  to  8.5  pairs  per  worker  per  day;  (3)  there 
was  to  be  a  general  cut  in  piece  rates  which,  however,  would  not  reduce 
the  total  amount  of  take-homd  pay,  for  most  of  the  crew  was  only 
working  part  time  Ix^fore  the  shutdown ;  and  (4)'the  conditions  were  to 
be  in  effect  for  a  trial  period  of  six  months,  after  which  time  there 
would  be  a  review  of  costs.  Under  a  labor  practice  in  Brockton,  all  of 
the  (*mployees  had  to  share  the  work,  and  the  Douglas  company  was 
unwilling  to  continue  that  practice,  which  was  inefficient  and 
excessively  (*xpensive. 

To  the  Douglas  workforce  the  demands  were  as  shocking  as  they 
were  explicit.  Nevertheless,  nine  of  the  locals,  as  the  crafts  were 
called,  agreed  to  the  terms.  There  were  probably  two  reasons  for  this. 
First,  it  was  generally  known  that  the  company  w^  suffering  danger¬ 
ously  from  high  costs.  Secondly,  three  other  firfns  in  the  Brockton 
area  had  already  bargained  successfully  for  piece  rates  below  the 
“fifth  special”  rate.  One  of  the  locals  was  undecided  as  to  what  course 
to  follow.  The  remaining  four,  however,  blocked  all  possible  progress 
by  holding  that  pioneering  in  wage  reduction  was  a  serious  error  at  a 
time  when  other  labor  rates  in  the  country  were  so  high.  The  president 
of  the  Brotherhood,  newly  elected  in  August,  1949,  believed  that  a 
firm  stand  would  bring  final  victory. 

Finally  the  company  decided  to  risk  a  showdown;  it  announced  the 
opening  of  the  Brockton  plant  on  an  open-shop  basis  in  late  August. 
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Some  workers  appeared,  but  there  w'ere  by  no  means  enough  to 
operate  the  factory. 

Ijater  in  1949  a  last  desperate  attempt  to  keep  the  operations  in 
Brockton  was  made  by  a  number  of  the  stockholders.  This  group 
tried  to  collect  enough  proxies  to  force  its  will  on  the  management. 
A  temporary  injunction  against  the  abandonment  of  the  Brockton 
plant  was  obtain<*d,  but  the  management  w’on  the  proxy  contest  and 
the  Brockton  i)lant  was  kept  closed.  It  w’as  the  widespread  ownership 
of  the  stock  in  the  hands  of  persons  either  not  aware  of  the  situation 
or  in  sympathy  with  management  that  defeated  the  hopes  of  the 
minority  stockholders. 

Having  settled  the  question  of  location,  Marshall  Stevens  was  in  a 
position  to  determine  Douglas  policy.  As  manufacturing  facilities 
were  considerably  reduced  by  the  continued  shutdown  of  the  Brock¬ 
ton  plant,  it  became  necessary  to  buy  from  the  trade  most  of  the  shoes 
sold  through  the  company’s  stores.  By  the  spring  of  1950  Stevens  had 
improved  the  appearance  of  the  stores,  and  better  sales  methods 
were  being  used.  A  conversation  with  a  store  operator  in  Boston  re¬ 
vealed  that  morale  had  improved  greatly. 

Meanwhile,  how'ever,  it  had  become  apparent  to  Bartlett  that  the 
company  could  not  continue  to  operate  with  only  a  single  plant  in 
Scranton.  The  training  of  skilled  labor  still  presented  a  serious  ob¬ 
stacle  to  success  in  the  Pennsylvania  venture.  Even  at  maximum 
effort  shoes  were  being  produced  in  Scranton  at  a  rate  of  only  1,800 
pairs  a  day  while  the  breakeven  point  was  estimated  to  lx*  approxi¬ 
mately  3,000  pairs  daily.  Owing  to  this  low  production,  the  company 
was  unable  to  supply  its  wiiolesale  business  which,  in  the  prosperous 
postwar  years,  had  come  to  repre.sent  nearly  half  of  the  sales  made  by 
Douglas.  Consequently,  the  wholesale  business  was  rapidly  withering 
away.  Stevens  w'as  a  skilled  marketing  man  but  w'as  not  experienced 
in  handling  the  acute  production  difficulties  in  the  Scranton  plant. 
Bartlett  became  convinced  that  the  situation  could  not  be  saved, 
though  pride  in  the  Douglas  name  and  a  feeling  of  responsibility  to¬ 
ward  the  old  Douglas  shareholders  made  him  endeavor  to  seek  some 
feasible  alternative. 

Finally  in  the  spring  of  1950  a  purchaser  was  found — Arthur  Mil¬ 
lion,  Inc.,  a  subsidiary  of  the  General  Shoe  Corporation,  and  a  market¬ 
er  of  the  w'ell-known  Jarman  line  of  men’s  shoes.^®  A  southern 
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organization  operating  a  number  of  nonunionized  shoe  plants,  the 
General  Shoe  Ck)rporatibh  had  achieved  rapid  growth  under  the  lead¬ 
ership  of  an  able  group  of  executives  in  Nashville,  Tennessee.  Feeling 
assured  that  the  Douglas  name  would  continue  to  represent  a  quality 
product,  Bartlett  negotiated  a  sale  which  gave  to  the  Jarman  or¬ 
ganization  an  established  chain  of  stores  and  a  reputable  trade  name 
in  the  men’s  shoe  field.*^ 

The  sale  arrangement  was  announced  on  June  1,  1950, **  and  be¬ 
came  effective  by  vote  of  the  Douglas  stockholders  late  in  June.  The 
sale  was  n^otiated  through  an  exchange  of  shares.  To  the  Douglas 
stockholders  it  represented  a  fair  if  not  favorable  financial  arrange¬ 
ment.  To  Brockton  and  Scranton  it  meant  the  end  of  local  shoe 
manufacturing.  Thus  finally  "Vas  registered  the  judgment  of  the 
Douglas  management  and  stockholders  that  merger  with  a  lai^r 
concern  was  preferable  to  continued  operation  as  a  small  independent 
manufacturing  and  marketing  company. 


Charles  W.  Chatfield 
E.  C.  A.,  Industry  Division 
Paris,  France 

**  Conversation  between  Mr.  Joseph  W.  Bartlett  and  Mr.  T.  R.  Navin,  Sep¬ 
tember  18,  1950. 

**  New  York  Times,  June  1,  1950. 


Sources  of  Credit  for  a  Frontier  Lumber  Com¬ 
pany?  Tke  D  aniel  Sbaw  Lumber  Company 

Study 

Throughout  American  history  the  frontier  was  plagued  by  a  short¬ 
age  of  capital  and  credit.  The  small  pioneer  farmer  w'ho  migrated 
westward  to  take  up  cheap  or  free  land  ne(*ded  capital  or  credit  to 
build  his  homestead,  secure  tools  and  supplies,  and  provide  for  the 
immediate  needs  of  himself  and  his  family  until  the  farm  became  self- 
sustaining.  Likewise,  men  w’ho  wished  to  engage  in  commercial  and 
indu.strial  enterprises  on  the  frontier  had  to  have  adequate  capital  or 
credit  facilities  to  establish  their  businesses  and  to  continue  operations 
until  the  regular  marketing  of  their  products  made  the  project  self- 
supporting.  The  characteristic  frontiersman  was  optimistic  about  the 
future  and  desired  to  enlarge  his  capital  investment  by  expanding  his 
landholding  or  his  business  in  the  expectation  that  future  prosperity 
would  create  a  greater  demand  for  his  produce — he  believed  that  the 
larger  the  scale  of  his  operations  the  greater  the  profits  he  would  reap. 
His  investments  and  operations,  therefore,  tended  to  outrun  his  own 
capital,  and  he  characteristically  turned  to  others  for  help.  Since  all 
elements  in  a  frontier  society  w^ere  handicapj)ed  by  the  insufficiency 
of  capital,  and  its  handmaiden,  credit,  only  limited  aid  could  be  ex¬ 
pected  from  the  frontier  community.  Assistance  from  the  more 
stabilized  eastern  regions  w^as  necessary  if  the  pioneer  effort  was  to 
expand  and  prosper. 

The  lumber  industry  is  a  striking  illustration  of  this  reliance  of 
frontier  development  on  eastern  capital.  It  required  a  vast  amount  of 
both  long->term  and  short-term  credit.  Investments  in  stumpage  or 
land,  in  sawing  and  planing  mills,  logging  equipment,  a  steamboat  for 
rafting,  and  scores  of  other  smaller,  but  nonetheless  necessary,  ad¬ 
juncts  to  the  lumber  industry  required  large  aggregations  of  capital. 
Since  the  average  frontier  lumberman  did  not  have  adequate  resources 
of  his  ow  n,  he  was  forced  to  make  long-term  credit  arrangements  to 
establish  and  expand  his  operations.  Funds  had  also  to  be  acquired 
to  defray  the  current  expenses  of  logging,  driving,  milling,  shipping  to 
market,  and  other  incidental  costs  many  weeks  and  often  several 
months  before  the  sale  of  the  products  made  it  possible  for  the  lumber- 

184 


as  a  T 


Bulletin  of  the  Business  Historical  Society  185 


man  to  realize  any  returns.  Closely  interrelated  with  the  shortage  of 
capital  and  credit  wrhich  affected  the  lumber  industry,  as  it  did  other 
industries  on  the  frontier,  was  the  difficulty  and  slowness  of  collections 
on  the  delivered  product.'  Remittances  usually  were  made  in  the 
form  of  notes  or  paper  promises-to-pay  at  some  future  date,  and  the 
lumber  industrialist  needed  banking  facilities  with  resources  adequate 
to  permit  the  discounting  of  his  commercial  paper.  Slow  collections 
and  inability  to  get  discounts  made  excessive  inroads  upon  the 
entrepreneur's  limited  operating  capital. 

A  close  examination  pf  the  credit  arrangements  of  the  Daniel  Shaw 
Lumber  Company  of  Eau  Claire,  Wisconsin,  epitomizes  the  experi¬ 
ence  of  the  lumber  industry  of  the  Middle  West  as  it  w^as  established 
and  developed.  Operations  of  the  company  from  its  establishment 
along  the  banks  of  the  Chippewa  River  in  northwestern  Wisconsin  in 
1856  until  the  exhaustion  of  its  stumpage  forced  the  company  to  sus¬ 
pend  operations  in  1912,  paralleled  in  point  of  time  the  beginning,  the 
acme,  and  the  decline  of  the  lumber  industry  in  that  area.  This  com¬ 
pany  w’as  not  one  of  the  largest  lumber  companies  in  Wisconsin  nor  of 
its  immediate  area,  the  Chippew'a  valley;  neither  w’as  it  one  of  the 
smallest.  Rather  the  Shaw  company  was  a  respectable  medium-sized 
lumber  concern.  The  amount  of  lumber  annually  milled  at  the  Shaw 
company’s  FJau  Claire  plant  varied  roughly  from  fifteen  to  thirty 
million  board  feet  during  the  last  quarter  of  the  nineteenth  century. 
In  the  twentieth  century  the  yearly  cut  ran  from  ten  to  fifteen  million 
board  feet. 

Daniel  Shaw'  migrated  to  the  Chippewa  valley  in  1856  following  a 
brief  career  in  lumbering  in  his  native  state  of  Maine  and  in  the 
timbered  area  of  New’  York.  In  the  preceding  year  Shaw  had  visited 
the  Wisconsin  area,  examined  the  timber  resources  of  the  repon,  and 
made  a  large  purchase  of  Chippewa  valley  timberland.  Shaw  com¬ 
pleted  the  necessary  arrangements  to  ship  his  logging  equipment  and 
sawmill  to  the  frontier  community  and  by  the  summer  of  1857  his 
Chippewa  valley  mill  was  turning  out  lumber  for  sale  in  the  limited 
local  market  and  in  the  treeless  prairies  to  the  south  and  west  of  Eau 
Claire. 

From  its  meager  beginnings  in  the  mid-1850’s  the  Shaw  company 
emerged  as  a  powerful,  integrated  corporation  engaging  in  the  three 


‘  Likewise  cyclical  “hard  times”  depressed  the  lumber  market  and  the  prices 
obtainable  for  the  products. 
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major  oix^rations  of  lumbering:  namely,  logging,  milling,  and  market¬ 
ing.  In  addition  the  company  maintained  its  own  farm  to  produce 
stock  and  human  food,  roller  mijls  to  prepare  grain  for  human  con¬ 
sumption,  blacksmith  and  machine  shops,  a  boarding  house,  and  a 
general  merchandise  store.  Daniel  Shaw  reorganized  his  company  as 
a  corporation  in  the  first  half  of  the  1870’s,  but  the  concern  remained 
primarily  a  family  corporation  uith  the  great  majority  of  the  stock 
in  the  hands  of  Daniel  Shaw'  and  his  brother-in-law  and  partner, 
Charles  A.  Bullen.  Key  employees  of  the  firm  were  owners  of  limited 
amounts  of  the  stock  but  the  company  never  sought  broader  capitali¬ 
zation  by  disposal  of  its  stock  upon  the  general  market. 

The  Daniel  Shaw  Lumber  Company  was  perennially  short  of  funds 
for  expansion  and  for  carrying  current  expenses.  If  it  were  to  carry  on 
its  diverse  operations  and  make  the  necessary  additions  to  its  timber- 
land  holdings,  abundant  credit  had  to  be  obtained  from  outside 
sources.  The  company  w^as,  therefore,  forced  to  discount  the  com¬ 
mercial  paper  it  received  as  remittances  for  delivered  lumlxT,  lx)rrow 
funds,  and  buy  timlx*rland  on  a  deferred  payment  basis. 

The  periods  of  extreme  shortage  of  funds  and  of  the  most  st‘V(*re 
financial  pressure  on  the  Shaw  company  tended  to  dovetail  with  times 
of  general  business  depression  throughout  the  country  and,  con.se- 
quently,  with  a  depressed  market  for  the  product  of  the  lumljcr  indus¬ 
try.  Short  demand  for  lumber  and  difficult  collections  on  the  limited 
sales  which  w’ere  consummated  resulted  in  times  of  extreme  financial 
stringency.  Miscalculation  on  the  part  of  the  Shaws  incidental  to  a 
partial  or  complete  failure  of  the  spring  drive,  AikkI  damage,  a  water 
stage  too  low  for  rafting,  or  some  other  caprice  of  nature,  often  caused 
financial  difficulties  within  the  company  or  further  tighU*ned  an 
already  difficult  credit  situation. 

The  Shaw  company,  throughout  its  history,  was  consistently  a 
debtor,  and  interest  payments  in  the  aggregate  entailed  a  con.siderable 
drain  upon  the  business.  Interest  rates,  seldom  if  ever  below-  5  per 
cent,  w-ere  often  almost  ruinously  high.  Interest  and  discount  rates 
varied  with  the  source  and  type  of  the  loan,  its  collateral  backing,  the 
existing  necessities  of  the  company,  and  the  general  financial  status 
of  the  country  at  the  moment. 

The  rates  tended  to  fall  as  the  decades  passed.  Although  extreme 
neces.sity  upon  the  part  of  the  Shaw  company  caused  it  to  pay  higher 
rates  to  get  additional  credit  for  short  periods,  in  the  1870’s  most  of 
the  Shaw'  notes  and  commercial  paper  discounted  locally  were  placed 
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at  10  per  cent.^  During  those  years  much  of  the  credit  which  the 
Shaw  company  utilised  was  obtained  through  Shaw  connections  in 
Maine,  and  the  interest  rates  on  loans  from  the  E^ast  varied  more  than 
on  those  obtained  in  the  West  but  tended  to  be  lower.  At  a  time  when 
western  discounts  of  10  per  cent  were  customary,  although  not  always 
obtainable,  eastern  rates  of  7.3  to  8  per  cent  were  commonplace.’ 
By  the,  early  1890’s,  the  Eau  Claire  banks  were  discounting  Shaw 
paper  at  7  per  cent,  and  first-rate  paper  could  be  discounted  at  the 
First  National  Bank  of  Milwaukee  at  the  same  figure.^  By  the  end  of 
the  'nineties,  loans  were  received  from  a  Chicago  bank  at  5  per  cent.® 

The  Shaw  company’s  borrowed  funds  were  obtained  from  numerous 
outside  sources.  Through  the  decades  from  1860  to  1890  the  company 
turned  repeatedly  to  friends  and  relatives  in  the  E^ast  for  needed 
funds  to  supplement  the  limited  credit  facilities  of  the  western 
country. 

Daniel  Shaw’s  roots  extended  back  to  the  state  of  Maine,  where  his 
brother,  Milton  G.  Shaw,  resided*.  Milton  G.  Shaw  was  a  man  of  sub¬ 
stantial  wealth®  and  was  usually  in  a  position  to  give  his  western 
lumberman  brother  direct  and  extensive  financial  aid  in  the  form  of 
personal  loans,  and  even  greater  indirect  aid  by  endorsing  notes  of  the 
Daniel  Shaw  Lumber  Company.  On  many  occasions  the  lumber  com¬ 
pany,  in  need  of  additional  credit,  sent  blank  notes  to  Milton  G.  Shaw 
for  him  to  endorse  and  return.  Pertinent  information  was  inserted  in 
regard  to  the  amount  of  the  loan,  the  rate  of  interest,  and  the  time  and 


^  Seley  and  8haw  to  Daniel  Shaw  and  Company,  January  23,  1872;  Eugene 
Shaw  to  Daniel  Shaw  and  Company,  September  19,  1874  (Shaw  papers  in  the 
Minnesota  Historical  Society);  Eugene  Shaw  to  “My  dear  Joe”  (Joseph  S.  Brad- 
street),  August  12,  1877^  (Shaw  papers  in  the  Eau  Claire,  Wisconsin,  Public 
Library). 

®  CSleorge  B.  Shaw  to  “My  dear  Joe”  (Joseph  S.  Bradstreet),  October  20,  1877; 
George  B.  Shaw  to  Peter  G.  Bradstreet,  March  20, 1878;  George  B.  Shaw  to  R.  E, 
Johnson,  April  26, 1878  (Shaw  papers  in  the  Minnesota  Historical  Society). 

Eugene  Shaw  to  William  Bigelow,  June  12,  1894  (Shaw  papers  in  the  Eau 
Claire.  Wisconsin,  Public  Library). 

‘  Eugene  Shaw  to  L.  B.  Wadleigh,  March  22,  1898  (Shaw  papers  in  the  h^au 
Claire,  Wisconsin,  Public  Library). 

*  William  Collins  Hatch,  A  History  of  the  Town  of  Industry,  Maine  (Farmington, 
Maine.  1893),  pp.  805-806. 
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place  of  payment,  and  the  endorsed  note  was  sent  to  some  credit 
institution  for  discouiitingJ 

Several  other  individuals  in  Maine  provided  additional  credit  lines 
for  the  Shaw  company.  Through  the  ISTO’s  and  the  early  years  of  the 
1880’s  the  Shaw  company  borrowed  lanse  amounts  of  money  from 
Bradstreet  Brothers  of  South  Gardiner,  Maine,  and  from  the  Gardiner 
National  Bank,  of  which  Joseph  S.  Bradstreet  was  president.®  Much 
'  of  this  credit  was  extended  without  any  collateral  other  than  the  prom¬ 
ise  of  the  Daniel  Shaw  Lumber  Company  to  pay.  The  two  major 
stockholders  of  the  company,  Daniel  Shaw  and  Charles  A.  Bullen, 
usually  personally  endorsed  the  paper;  and,  if  the  Shaw  lines  of  credit 
were  overloaded  or  the  company’s  credit  seemed  to  be  impaired 
momentarily,  the  Bradstreets  required  the  further  endorsement  of 
Milton  G.  Shaw.®  On  several  occasions  commercial  paper  obtained 
by  the  Shaws  in  lieu  of  cash  collections  was  discounted  by  the  bank. 
In  addition  to  discounting  Shaw  paper,  the  eastern  bank  used  its  good 
ofl&ces  to  augment  Shaw  credit  by  placing  notes  drawn  by  the  Wis¬ 
consin  company  with  busineasmen  in  the  Gardiner  neighborhood.^® 


’’  George  B.  Shaw  to  “My  dear  Uncle”  (Milton  G.  Shaw),  January  5, 1877  (Shaw 
papers  in  the  Minnessota  Historical  Society). 

^  Bradstreet  Brothers  was  a  Maine  logging  and  sawing  concern,  which  milled 
spruce  timber  for  the  New  York  market.  Henry  1).  Kingsbury  and  Simeon  L. 

Deyo  (editors),  Illvatrated  History  of  Kennebec  County,  Maine.  (New  York,  1892), 

p.  621. 

Very  friendly  relations  prevailed  between  these  eastern  lumbermen  and  bankers 
and  the  Shaw  company.  Various  members  of  the  Bradstreet  family  had  invested 
heavily  in  Wisconsin  timberland,  and  the  Shaws  served  as  western  agent  in  looking 
after  the  family’s  land  intfirests.  From  time  to  time  the  Daniel  Shaw  I.iumber 
Company  made  extensive  land  purchases  from  the  Maineites;  George  B.  Shaw  to 
“My  dear  Joe”  (Jo.seph  S.  Bradstreet),  March  6,  15,  1882  (Shaw  pa|)ers  in  the 
Minnesota  Historical  Society). 

•  George  B.  Shaw  to  “My  dear  Joe”  (Joseph  S.  Bradstreet),  December  27, 

1877,  January  6,  1878,  December  3,  1881  (Shaw  pai)ers  in  the  Minnesota  Histori- 
<*al  Society). 

‘®  George  B.  Shaw  to  “My  dear  Joe”  (Joseph  S.  Bradstreet),  Octolier  20,  1877, 

April  24,  1882  (Shaw  papers  in  the  Minnesota  Historical  Society).  Covering 
letters,  George  B.  Shaw'  to  “My  dear  Joe,”  many  dates,  enclosing  notes  or  com¬ 
mercial  paper  for  discount,  are  in  the  Shaw  papers  in  the  Eau  Claire,  Wisconsin, 

Public  Library  and  the  Minnesota  Historical  Society.  I 
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Although  the  Shaws  depended  heavily  upon  their  eastern  friends 
for  the  loans  necessary  to  weather  the  financial  difficulties  of  the 
1870’s  and  the  early  1880’s,  the  Shaw  company  throughout  its  exist¬ 
ence  also  drew  extensively  upon  the  credit  facilities  of  local  banks. 
E^u  Claire  banks  granted  credit  lines  to  the  extent  of  their  limited 
resources.  Banks  in  nearby  small  communities  provided  the  Shaw 
management  with  other  limited  credit  lines,  and  larger  banks  around 
the  periphery  of  the  Shaw  territory  made  more  extensive  loans  to  the 
company.  At  least  two  of  the  Elau  Claire  banks*  ^  extended  the  Shaw 
company  credit  lines  averaging  twenty  thousand  dollars  each,**  and 
the  lumber  company  borrowed  extensively  from  banks  in  the  nearby 
communities  of  Hudson  and  Chippewa  Falls,  Wisconsin. 

Banks  in  the  neighboring  metropolitan  centers  of  Minneapolis,  St. 
Paul,  and  especially  Milwaukee,  provided  much  of  the  operating 
capital.  During  the  1870’s  and  early  ISSO’s  Minneapolis  and  St.  Paul 
banks  discounted,  at  rates  ranging  up  to  10  per  cent,  many  Shaw  notes 
and  also  several  thousand  dollars  each  month  of  “good  business  paper” 
collected  by  the  lumber  company.  Of  the  several  neighboring  metro¬ 
politan  banks  which  provided  extensive  credit  for  the  Shaw  company, 
the  First  National  Bank  of  Milwaukee  played  by  far  the  leading  role. 

The  financial  needs  of  the  Shaw  company  caused  it  to  look  to  more 
distant  metropolitan  centers  than  those  just  reviewed.  Detroit,  Bos¬ 
ton,  and  Chicago  banks,  with  their  greater  capital  accumulations, 
were  in  a  position  to  extend  credit  to  the  frontier  lumber  concern. 
During  the  1870’s  and  the  early  1880’s  the  lumber  company  drew  upon 
a  small  credit  line  at  the  People’s  Savings  Bank  of  Detroit,  Michigan. 
As  long  as  the  Shaw  company  maintained  a  fiour  mill  and  shipped  flour 
to  eastern  seaboard  markets,  an  account  was  kept  with  the  Market 
National  Bank  of  Boston.**  Commercial  paper  secured  from  sales  of 
flour  often  was  discounted  at  this  bank.*^  From  time  to  time,  when 

“  Eau  Claire  National  Bank  and  the  Chippewa  Valley  Bank. 

**  U.  S.  Circuit  Court,  Western  District  of  Wisconsin,  E.  M.  Ferguson  vs.  Daniel 
Shaw  Lumber  Company,  copy  of  W.  K.  Coffin  Affidavit,  December  27, 1899;  copy 
of  George  T.  Thompson  Affidavit,  December  27,  1899;  copy  of  B.  A.  Buffington 
Affidavit,  December  27,  1899.  These  affidavits  are  in  File  A-96  in  the  possession 
of  the  Eau  Claire,  Wisconsin,  Public  Library. 

Eugene  Shaw  to  Lincoln  Trust  Company,  October  27,  1906  (Shaw  papers 
in  the  Minnesota  Historical  Society). 

George  B.  Shaw  to  Nazro  and  Company,  March  25, 1881  (Shaw  papers  in  the 
Minnesota  Historical  Society). 
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discounts  were  (*8pecially  difficult  to  obtain  in  the  West,  commercial 
papcT  secured  from  Mississippi  Valley  lumber  customers  as  well  as 
promissory  notes  of  the  Daniel  Shaw  Lumber  Company  were  sent  to 
this  institution  for  discount.*'^  Various  Chicago  banks  always  pro¬ 
vided  a  lai^e  share  of  Shaw  loans  and  discounts.*® 

Banks  in  several  of  the  downriver  towns  which  lined  the  Iowa  and 
Illinois  shores  of  the  Mississippi  River  provided  other  important 
sources  of  Shaw  credit.  Until  the  latter  part  of  the  1890’s  much  of  the 
lumber  product  of  the  Shaw  mill  was  rafted  down  the  Mississippi 
River  to  the  wholessalers  in  these  rapidly  developing  river  towps.*^ 

The  wholesalers  often  settled  for  the  delivered  lumber  by  giving  the 
Shaw  company  60-day,  90-day,  120-da^,  or  longer,  promissory  notes. 

In  order  to  realize  immediately  or  as  quickly  as  possible  upon  this 
commercial  paper  and  thus  meet  its  own  pressing  financial  obligations,  • ' 
the  Shaw  company  sent  the  paper  forward  for  discounting  to  one  of 
the  banks  serving  the  community  in  which  the  sale  was  consum¬ 
mated.  The  local  banker,  better  informed  about  the  financial  status 
of  the  businessmen  of  his  locality,  was  more  apt  to  receive  such  paper 
for  discount  than  were  those  in  more  distant  communities.  From  this 
practice  of  sending  commercial  paper  to  the  downriver  banks  for  dis¬ 
counting,  the  next  step  was  to  forward  the  Shaw  company’s  ow’n 
promissory  notes  to  the  same  institutions  with  the  request  that  the 
Shaw  paper  be  discounted. 

The  Shaw  company’s  subsidiary  retail  lumber  yard  companies 
provided  an  easy  and  commonly  used  method  of  securing  additional 


George  B.  Shaw  to  J.  Q.  Bennett,  December  2,  17, 28,  1880,  January  10,  1881, 

March  7.  April  26,  1881,  et  al.  (Shaw  papers  in  the  Minnesota  Historical  Society). 

**  The  interest  rate  was  orf;inally  10  per  cent  for  these  lines.  George  B.  Shaw 
to  “My  dear  Joe”  (Joseph  S.  Bradstreet),  August  12,  1877  (Shaw  papers  in  the 
h^u  Claire,  Wisconsin,  Public  Library).  Shaw  loan  and  discount  requests  and 
arrangements  for  paying  loans  at  maturity:  letters'from  George  B.  Shaw  to  George 
I..  Otis,  Cashier,  Commercial  National  Bank,  Octolier  23,  December  8, 1877,  et  al. 

(Shaw  papers  in  the  Minnesota  Historical  Society);  George  B.  Shaw  to  L.  J.  Gage, 

October  31,  November  27,  December  1, 11,  26, 27,  1877,  February  16,  March  2,  7, 

April  12,  May  2,  1878,  et  al.  (Shaw  papers  in  the  Minnesota  Historical  Society); 

Eugene  Shaw  to  L.  B.  Wadleigh,  March  22,  1898  (Shaw  papers  in  the  Eau  Claire, 
Wisconsin,  Public  Library). 

Although  railroad  shipment  of  lumber  to  market  was  inaugurated  in  the  early 
1880’s,  much  of  the  company’s  annual  cut  continued  to  find  its  way  to  market  via  ^ 
the  great  lumber  rafts  which  floated  down  the  natural  water  highway. 
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funds.’*  These  retail  yards  secured  much  of  their  lumber  from  the 
parent  organization  and  commonly  settled  for  delivered  lumber  by 
giving  to  the  Daniel  Shaw  Lumber  Company  promissory  notes  which 
were  sent  forward  for  discounting  in  the  same  manner  as  the  com¬ 
mercial  paper  of  any  other  Shaw  customer.  Whenever  the  parent  or¬ 
ganization  had  secured  discounts  on  all  of  its  standard  commercial 
paper  and  had  borrowed  every  dollar  possible  upon  the  basis  of  its 
own  promissory  notes,  but  was  still  in  need  of  additional  operating 
capital,  the  Shaws  simulated  commercial  paper  and  presented  it  for 
discount.  Frequently,  George  B.  Shaw,  secretary  of  the  Daniel  Shaw 
Lumber  Company  and  the  officer  customarily  in  charge  of  financial 
matters,  mailed  blank  notes  to  the  presidents  of  the  subsidiaries  with 
explicit  directions  as  to  the  amount,  the  rate  of  interest,  and  the  time 
and  place  of  pa5m(ient  which  were  to  be  inserted  upon  the  blank.  As 
soon  as  the  head  of  the  retail  yard  company  had  filled  in  the  pertinent 
information  and  signed  the  paper,  he  returned  the  note  to  Shaw.’® 
Then  Shaw  mailed  the  simulated  note  (ostensibly  customer’s  paper) 
to  one  of  the  banks  where  the  Shaw  company  currently  did  business 
and  requested  that  the  paper  be  discounted.^® 

The  Daniel  Shaw  Lumber  Company’s  credit  lines  were  often  so  full 
that  additional  discounts  were  unobtainable  on  its  own  notes  or  on 
commercial  paper  collected  from  its  customers  and  subsidiaries.  Under 

The  Daniel  Shaw  Lumber  Company  owned  a  majority  of  the  8tock  of  each  of 
theM*  subsidiary  companies.  George  B.  Shaw  to  A.  Streeter,  December  1,  1879 
•  (Shaw  papers  in  the  Minnesota  Historical  Society), 

George  B.  Shaw  to  M.  H.  Hulett  (President  of  I.Ake  City  Lumber  Company), 
October  9,  November  .5,  15,  December  12,  1877,  March  20,  April  18,  June  8,  De¬ 
cember  10,  1878,  January  10,  February  5,  10,  21,  April  15,  1879,  et  al.;  George  B. 
Shaw  to  J.  G.  Leonard  (President  of  Daniel  Shaw’  and  Company,  Sabula,  Iowa), 
February  4,  1879,  et  al.  (Shaw  papers  in  the  Minnesota  Historical  St^iety). 

George  B,  Shaw  to  George  L.  Otis,  Cashier  (Commercial  National  Bank, 
Chicago),  October  23,  1877,  et  al.;  George  B.  Shaw  to  F.  G.  Bigelow,  Assistant 
Cashier  (First  National  Bank,  Milwaukee),  November  7,  19,  1877,  February  23, 
April  20,  1878,  January  9,  1879,  et  al.;  George  B.  Shaw  to  L.  J.  Gage,  Cashier 
(First  National  Bank,  Chicago),  November  27,  December  11,  20,  1877,  March  2, 
May  2,  1878,  et  al.;  George  B.  Shaw  to  J.  Q.  Bennett,  Cashier  (Market  National 
Bank,  Boston),  January  10,  1881;  George  B.  Shaw  to  A.  E.  Jefferson,  Cashier 
(First  National  Bank,  Hudson,  Wisconsin),  March  29,  1878;  George  B.  Shaw  to 
E.  C.  Ripley,  Cashier  (National  Bank  of  Galena,  Galena,  Illinois),  December  17, 
1881 ;  George  B.  Shaw  to  Louis  Boisot,  Cashier  (German  National  Bank,  Dubu¬ 
que,  Iowa),  March  7,  May  10, 1878  (Shaw  papers  in  the  Minnesota  Historical 
S(n*ie*v). 
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such  circumstances  George  B.  Shaw  forwarded  the  promissory  note  of 
one  of  the  subsidiaries  with  a  request  that  it  be  discounted  for  the 
retail  yard  as  a  special  favor  to  the  Shaw  company.  He  emphasized 
that  the  subsidiary  was  an  entity  within  itself  and  that  the  paper 
should  be  charged  to  the  subsidiary’s  line,  not  to  that  of  the  parent 
concern.*^  When  a  note  or  a  draft  of  a  subsidiary  reached  maturity, 
another  note  or  draft  of  the  other  subsidiary  or  of  the  Daniel  Shaw 
Lumber  Company  was  used  to  provide  payment.  Then,  when  the 
latter  note  or  draft  in  its  turn  reached  maturity,  a  note  or  a  draft  of 
the  first  subsidiary  was  presented  in  lieu  of  pa3rment,  and  so  on  inde¬ 
finitely  or  until  improved  finances  made  possible  the  retirement  of 
the  paper.22 

The  Shaw  company  created  further  operating  capital  for  itself  by 
exchanging  endorsements  and  acceptances  with  two  lumber  wholesale 
marketing  concerns,  E.  R.  Lumbert  and  Company  and  Ronse,  Dean, 
and  Company,  both  of  Dubuque,  Iowa.  One  or  the  other  of  the  latter 
companies  drew  a  promissory  note  upon  itself  and  sent  it  to  George  B. 
Shaw  for  endorsement  by  the  Daniel  Shaw  Lumber  Company.^^ 
Shaw  then  forwarded  the  endorsed  paper  to  one  of  his  banks  and  re- 

George  B.  Shaw  to  F.  G.  Bigelow,  January  9,  1878;  George  B.  Shaw  to  Ix>uis 
Boisot,  March  7,  1878;  George  B.  Shaw  to  P.  J.  Lee,  October  2,  1879;  George  B. 
Shaw  to  A.  Streeter,  December  1,  1879  (Shaw  papers  in  the  Minnesota  Historical 
Society). 

Originally  one  of  the  retail  yards  w'as  known  as  Daniel  Shaw  and  Company, 
Sabula,  Iowa.  Consequently,  it  was  difficult  to  maintain  the  fiction  that  the  yard 
was  completely  independent.  The  Shaw  correspondent  (Joseph  S.  Bradstreet) 
in  South  Gardiner,  Maine,  declared  that  it  was  impossible  to  place  any  more  paper 
emanating  from  an  obvious  Shaw  connection.  To  obviate  this  problem  the  yard 
was  incorporated  as  the  Sabula  Lumber  Company;  George  B.  Shaw  to  F.  G. 
I.«onard,  February  19, 1879;  George  B.  Shaw  to  “Dear  Uncle”  (Milton  G.  Shaw), 
February  19,  1879;  George  B.  Shaw  to  “My  dear  Joe”  (Joseph  S.  Bradstreet), 
February  19, 1879  (Shaw  papers  in  the  Minnesota  Historical  Society). 

George  B.  Shaw  to  M.  H.  Hulett,  October  25,  November  29,  December  3,  4, 
8,  1877,  March  4,  9,  20,  April  11, 26,  July  19,  December  16,  1878,  et  al.;  George  B. 
Shaw  to  Dan  Edwards,  March  17,  1879,  et  al.;  George  B.  Shaw  to  J.  G.  l^eonard, 
June  17,  1878,  January  17,  1881,  et  al.  (Shaw  papers  in  the  Minnesota  Historical 
Society). 

George  B.  Shaw  to  E.  R.  Lumbert  and  Company,  October  2,  11,  25,  26,  No¬ 
vember  6,  15.  20.  29,  December  7,  1877  (Shaw  papers  in  the  Minnesota  Historical 
Society);  George  B.  Shaw  to  E.  R.  Lumbert  and  Company,  May  31,  September  5, 
1877  (Shaw  papers  in  the  Eau  Claire,  Wisconsin,  Public  Library);  George  B. 
Shaw  to  “My  dear  Charlie”  (Charles  Dean),  July  20,  1878,  January  25,  February 
17,  April  15, 1879  (Shaw  papers  in  the  Minnesota  Historical  Society). 
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quested  that  the  double-name  paper  be  discounted  as  a  favor  to  him.^^ 
Ckinversely,  the  other  companies  endorsed  Shaw  promissory  notes  and 
presented  them  as  double-name  paper  to  their  banks  for  discounting.^* 
When  notes  or  acceptances  matured,  each  company  was  expected  to 
pay  or  arrange  for  its  own  obligations,  without  regard  to  who  had 
made  or  endorsed  the  paper. 

Financially  hard  pressed  mill  men  sought  to  spread  the  financial 
burden,  incident  to  cutting,  milling,  and  transporting  timber,  by 
obtaining  advances  from  their  larger  customers  during  the  late  fall 
and  winter  logging  season  for  lumber  to  be  delivered  the  following 
spring  and  summer.  As  long  as  Shaw  lumber  was  raft^  down  the 
Mississippi  to  be  sold  in  lai^e  lots  to  the  downriver  wholesalers,  the 
company  annually  borrowed  from  forty  to  fifty  thousand  dollars  from 
its  customers.^®  In  the  contracts  negotiated  between  the  lumber 
company  and  its  customers  the  latter  promised  to  loan  a  specified 
amount  of  money  at  a  stated  rate  of  interest^^  in  advance  of  lumber 

**  George  B.  Shaw  to  F.  G.  Bigelow,  November  19,  December  21,  2.'>,  1877’ 
March  4,  April  20,  1878;  George  B.  Shaw'  to  L.  J.  Gage,  August  1.5,  November  27’ 
1877,  March  7,  1878;  George  B.  Shaw  to  Francis  Palms,  August  21,  1879;  George 
B.  Shaw  to  E.  C.  Ripley,  August  18,  27.  1879  (Shaw  papers  in  the  Minnes«»ta 
Historical  Society). 

**  George  B.  Shaw  to  “My  dear  Charlie”  (Charles  Dean),  January  4,  1877, 
February  23,  March  3,  May  21,  July  10,  1878;  George  B.  Shaw  to  E.  R.  Lumbert 
and  Company,  June  16,  29,  1877  (Shaw  papers  in  the  Minnesota  Historical  So¬ 
ciety);  George  B.  Shaw  to  E.  R.  Lumbert  and  Comimny,  April  17,  1877  (Shaw 
papers  in  the  P^au  (Uaire,  Wisconsin,  Public  Library).  Sometimes  Shaw  tlrafts 
were  accepted  by  the  reciprocating  company.  George  B.  Shaw  to  “My  <lear 
Charlie”  (Charles  Dean),  January  11,  February  4,  1879  (Shaw  papers  in  the 
Minnesota  Historical  SiK^iety). 

Eugene  Shaw  to  John  P.  Hampton,  January  14,  1884  (Shaw  papers  in  the 
Eau  Claire,  Wisconsin,  Public  Library). 

The  interest  rates  gradually  declined  in  the  latter  i>art  of  the  nineteenth 
century.  During  the  1860’s  and  1870’s  10  per  cent  interest  was  usually  collected; 
Horton  and  Hamilton — Daniel  Shaw  and  C^m|)any  Agieement,  Februar>’  19, 
1868;  Dulany  and  McVeigh — Daniel  Shaw  Lumber  Company  Agreement,  No¬ 
vember  3,  1876  (Shaw  papers  in  the  Minnesota  Historical  Society).  In  the  early 
1880’s  the  interest  rate  was  pared  to  8  per  cent;  S.  C.  and  S.  Carter — Daniel  Shaw 
Lumber  Company  Agreement,  March  1.5,  1881  (Shaw  papers  in  the  Minnesota 
Historical  Society).  By  the  end  of  that  det'ade  it  had  dn)pped  another  1  per  cent; 
Daniel  Shaw  Lumber  Company  (Eugene  Shaw)  to  P're<lerick  Weyefhauser,  De¬ 
cember  9,  1889  (Shaw  pai)ers  in  the  Minnesota  Historical  S<M‘iety).  At  the  end  of 
the  century  Eugene  Shaw  was  arranging  advances  at  6  per  (‘ent  interest;  Eugene 
Shaw  to  F.  W.  Heidentann,  March  17,  1898  (Shaw  papers  in  the  Minnesota 
Historical  Society). 
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deliveries.  In  return  the  Shaws  promised  to  deliver  a  designated 
amount^  of  lumber  of  various  grades  on  or  before  certain  dates  during 
the  ensuing  rafting  season.^^ 

Since  neither  party  to  the  agreement  was  anxious  to  establish  the 
selling  price  from  six  to  nine  months  in  advance  of  delivery,  it  was 
usually  provided  that  the  lumber  should  be  sold  at  the  prevailing 
price  in  the  local  market  at  the  time  of  delivery,  less  an  abatement  of 
50  cents  per  thousand  board  feet  granted  as  an  extra  recompense*  for 
the  accommodation.  The  establishment  of  the  sales  price  proved  to 
be  a  troublesome  source  of  controversy.  Since  lumber  upon  which 
advances  were  made  was  usually  the  first  lumber  of  the  new  season  to 
arrive  in  each  downriver  market,  there  was  little  basis  upon  which  to 
determine  price.^®  Whatever  price  was  agreed  upon  for  the  first  raft 
would  likely  determine  the  price  for  all  lumber  sold  in  that  community 
for  the  first  half  of  the  season,  so  the  manufacturer  wished  to  set  the 
price  as  high  as  pos.sible,  while  the  wholesaler  had  a  similar  interest  in 
making  the  price  as  low  as  iwssible.  To  partly  obviate  this  difficulty 
many  contracts  inclu'ied  an  added  proviso  that,  if  the  buyer  and  seller 
could  not  agrw  upon  the  market  price,  the  latter  reserved  the  right  to 
sell  his  lumber  in  other  Mississippi  River  markets  after  first  giving 
the  former  the  privilege  of  refusing  to  purchase  at  the  same  price.^^ 

After  1890  the  improved  status  of  the  Shaw  company’s  finances, 
plus  the  greater  willingness  and  ability  of  Eau  Claire  and  Milwaukee 

**  Varying  from  500,000  to  5,000,000  board  feet. 

**  Advances  were  usually  made  on  lumber  to  be  sawed  during  the  6rst  days  of 
the  milling  season,  but  sometimes  advanced  payment  was  made  on  milled  lumber 
which  was  laid  up  over  the  winter  owing  to  the  closing  of  navigation  before  it 
could  be  delivered.  In  such  ca.ses  the  lumber  was  rafted  to  the  customer  at  the 
ofiening  of  the  new  navigation  season.  Dulany  and  McVeigh — Daniel  Shaw 
Lumber  Company  Agreement,  November  3, 1876;  George  B.  Shaw  to  Henry  Reed, 
November  18,  28,  December  23,  1879;  Noveml)er  7,  1880;  George  B.  Shaw  to 
Dulany  and  McVeigh,  November  18,  26,  1879;  George  B.  Shaw  to  Burch,  Bab¬ 
cock,  and  Company,  November  22,  1879,  April  21,  1880;  Burch,  Babcock,  and 
Company — Daniel  Shaw  Lumber  Company  Agreement,  December  3,  1879; 
Eugene  Shaw  to  N.  C.  Chapman,  October  6,  29,  1896  (Shaw  papers  in  the  Minne¬ 
sota  Historical  Society). 

Many  of  the  wholesalers  made  the  advances  primarily  to  insure  that  they 
would  be  recipients  of  a  good  share  of  the  first  cut  of  the  new  season. 

Eugene  Shaw  to  Daniel  Shaw  Lumber  Company,  May  3,  1877  (in  File  A-47 
in  the  Eau  Claire,  Wisconsin,  Public  Librarj’)- 
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banks  to  provide  it  with  operating  capital,  made  the  haphazard 
credit  arrangements  of  the  past  unnecessary.  The  company  was  no 
longer  forced  to  spread  its  discounts  among  a  score  or  more  of  banking 
institutions  covering  a  diverse  area.  Eastern  friends  and  relatives 
were  seldom  called  upon  for  aid  and  downriver  banks  only  upon  oc¬ 
casion.  An  occasional  discount  was  secured  in  Boston,  but  the  Detroit 
credit  line  had  been  severed.  By  the  'nineties  the  Shaw  subsidiary 
yaMs  had  been  sold,  and  the  practice  of  exchanging  endorsements 
with  other  lumber  concerns  had  been  abandoned.  Another  frontier 
bootstrap  enterprise  had  developed  and  prospered  and  had  success¬ 
fully  weathered  the  financial  pitfalls  inherent  in  business  operations 
in  areas  of  inadequate  capital  and  credit  facilities. 

The  experience  of  the  Shaw  company  in  its  slow  development  to 
financial  strength  and  independence  illustrates  what  was  happening 
in  its  region  as  in  other  newer  regions  as  they  grew  to  their  maturity. 
Enlarged  transportation  networks  and  increased  regional  population 
improved  and  ever  widened  the  markets  for  Shaw  lumber.  The  im¬ 
proved  financial  status  of  Shaw  customers  made  collections  more 
prompt  and  certain.  The  Shaws,  like  other  companies,  from  their 
successful  operations  built  up  their  own  financial  strength  by  rein¬ 
vestment  of  profits  in  the  business.  At  the  same  time  E^u  Claire  and 
its  entire  trade  and  banking  territory  moved  over  from  a  raw  frontier 
status  plagued  by  inadequate  capital  and  credit  to  a  stable,  s€‘ttled, 
integrated  economy  with  substantial  capital  resources  and  progres¬ 
sively  less  financial  dependence  upon  the  East. 

A.  R.  Reynolds 

Colorado  State  College 
of  Education  at  Greeley 


Daniel  Shaw  Lumber  Company — Badger  State  Lumber  C'oinpaiiy  Agree¬ 
ment,  November  21,  1880;  Kugene  Shaw  to  D.  Dubach  and  Company,  Dwember 
13,  17,  1877,  March  2,  1881;  Eugene  Shaw  to  N.  C.  Chapman,  OctolM*r  b,  189b 
(Shaw  papers  in  the  Minnesota  Historical  Society);  Eugene  Shaw  to  Dulany  and 
McVeigh,  April  9,  1877  (Shaw’  papers  in  the  Eau  Claire,  Wisc<»nsin.  Public  Li¬ 
brary).  If  the  lumber  were  sold  to  other  parties,  the  Shaw  com(mny  repaid  tin; 
amount  of  m!)ney  advanced  plus  accrued  interest  as  per  the  contract. 
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X  hilosophy 

Business  history  reveals  that  business  has  been  a  major  factor  in 
the  development  of  our  present  civilization.  Business  is  the  “core”  of 
modem  society.  Consequently,  business  philosophy  (an  explanation 
of  the  phenomena  of  business)  should  logically  be  considered  of  ex¬ 
treme  importance  in  the  realm  of  ideas  and  thoughts  which  shape  and 
guide  our  civilization. 

The  various  types  of  business  or  phases  of  capitalism  in  history  are 
conspicuous  for  the  ideas  and  thoughts  of  businessmen  that  reflected 
necessity,  but  the  development  of  a  formulated  system  of  thought  or 
a  philosophy  is  not  always  evident.  On  the  other  hand,  economic 
thought  or  the  economist’s  explanation  of  business  has  been  well 
formulated.  However,  economic  thought  in  most  instances  is  too  far 
removed  from  the  realities  of  business  to  suffice  as  a  philosophy  of 
business  or  to  serve  as  a  reliable  guide  to  the  businessman  in  conduct¬ 
ing  his  affairs.  The  explanation  of  this  divergence  between  business 
and  economic  thought  is  twofold:  (1)  Economists  haye  been  reluctant 
to  extend  their  inquiry  down  to  the  level  of  actuil  business  administra¬ 
tion.  (2)  As  an  aid  to  logical  thinking,  economists  are  prone  to  deal 
Mvith  just  a  few  of  the  multiple  considerations  involved  in  business. 

The  explanation  of  the  phenomena  of  business,  which  is  a  part  of 
society,  must  of  nec(*ssity  begin  with  a  gi'iieral  understanding  of  the 
individuals  who  compose  society.  The  recognition  of  “individual 
differences”  is  the  basic  concept  to  which  we  owe  our  present  advances 
in  the  fields  of  psychology,  psychiatry,  and  human  relations.  While 
the  individual  has  many  things  in  common  with  his  fellow  men,  his 
peculiar  needs  must  be  taken  into  account  at  all  stages  of  growth  and 
development.  Man  is  extremely  heterogeneous,  as  opiK)sed  to  the 
popular  conception  of  homogeneity  implied  in  the  phrase  “All  men  are 
created  equal.” 

Each  indindual  inherently  has  fundamental  drives  or  instincts, 
such  as  self-preservation,  desir(‘  for  power,  desire  for  possessions, 
sexual  gratification,  and  others.  Society  forces  the  individual  to 
sublimate  these  inherent  drives  in  accordance  with  its  own  mort‘s  and 
needs.  Professor  Spranger  of  Halle,  Germany,  made  an  analysis  of 
the  various  value  systems  arising  in  individuals  as  a  result  of  this 
sublimation.  He  isolated  six  ideal  types  of  men:  theoretic,  economic, 
political,  religious,  aesthetic,  and  social.  These  types  constitute  an 

196 


Bulletin  of  the  Business  Historical  Society  197 

interesting  attempt  to  describe  and  classify  the  heterogeneous  com¬ 
position  of  society. 

The  principal  characteristics  that  Spranger  attributed  to  these  six 
ideal  types  can  be  summarized  as  follows: 

1.  Theoretic  man  lives  in  a  realm  of  thought.  He  is  devoted  to 
systematizing  his  ideas.  He  values  knowledge  and  truth. 

2.  Economic  man  aims  at  security  through  his  own  efforts.  Material 
things  are  his  interest.  He  values  utility  and  efficiency. 

3.  Political  man  seeks  power.  He  is  interested  in  obtaining  control 
over  his  fellow  men. 

4.  Religious  man  is  interested  in  the  supernatural.  He  desires  to 
understand  ultimate  reality,  his  position  in  a  universe  governed  by 
a  deity. 

5.  Aesthetic  man  is  creative  in  an  artistic  sense.  Beauty  is  his  ideal. 

6.  Social  man  loves  his  fellow  men.  He  seeks  the  approbation  of 
others  in  starving  them. 

It  should  be  recognized  that  only  rarely  do  we  find  an  individual 
who  could  be  clearly  confined  to  just  one  of  these  classifications.  The 
six  values  are  present  to  some  degree  in  each  individual.  However, 
each  person  tends  to  accent  a  value  in  relating  himself  to  .society. 
These  values  are  a  part  of  man’s  environmental  nature  and  heredity. 
History  serves  to  prove  that  this  value  system  of  which  mankind  is 
composted  is  roughly  enduring.  There  seems  to  be  a  relative  con¬ 
stancy  in  percentages  of  our  society  which  can  be  broadly  categorized 
into  each  of  the  six  classifications. 

Each  of  the  groups  comprising  these  ideal  classifications  makes  an 
esstuitial  contribution  toward  the  civilization  and  society  upon  which 
business  is  dependent  and  which  it  in  turn  supports  and  develops.  The 
extreme  heterogeneity,  exemplified  in  Spranger’s  analysis,  highlights 
the  difficulty  of  tying  the  members  of  each  group  to  a  common  system 
of  thought  and  opinion.  This  general  acceptance  of  such  a  common 
system  is  the  phenomenon  which  permits  a  society  to  exist;  for  the 
degree  of  acceptance  is  a  measure  of  the  completeness  of  the  social 
union,  and  the  nature  of  the  common  thought  and  opinion  determines 
its  kind.  A  unit  in  society  which  illustrates  to  some  extent  an  ideal 
oneness  of  thought  and  opinion  is  the  family. 

Recognizing  the  concept  of  the  heterogeneity  of  man,  and  that  a 
common  system  of  thought  or  opinion  is  necessary  to  complete  social 
union,  it  is  not  hard  to  see  that  business  has  had  and  will  continue  to 
have  difficulty  in  relating  it.self  to  a  total  society.  Beyond  this,  how- 
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ever,  the  businessman  has  had  a  rather  narrow  philosophy  which  has 
not  been  adaptable  to  change. 

Because,  in  general,  knowledge  and  thought  precede  action,  there 
is  a  close  connection  between  the  businessman’s  philosophy  of  busi¬ 
ness  and  actual  business  practices.  Consequently,  the  historic  narrow¬ 
ness  and  inflexibility  of  the  businessman’s  philosophy  has  indirectly 
resulted  in  one  system  of  business  or  capitalism  which  is  predominant 
at  one  time  giving  way  to  another.  Business  history  classifies  these 
stages  of  capitalism  as  follows:  Pre-Business,  Petty,  Mercantile, 
Industrial,  Financial,  and  National  Capitali.sm. 

By  exploring  the  philosophies  of  the  various  stages  of  capitalism  we 
can  see  wherein  they  lacked  the  universality  to  provide  for  the  hetero¬ 
geneity  of  society.  Perhaps  in  some  measure  w'e  may  relate  the  con¬ 
clusions  drawn  to  our  present  system  of  national  capitalism  where 
the  requirement  for  a  more  complete  .social  union  is  the  order  of  the 
day. 

Pre-Business  Capitalism  (before  1100  a.d.) 

The  long  period  in  the  development  of  civilization  which  is  classified 
as  the  pre-business  capitalism  phase  is  characterizt'd  by  the  evolution 
of  the  cooperative  collective  economy.  The  cooperative  collective 
economy  eVolved  to  its  highest  point  in  manorialism  and  feudalism 
during  the  tenth  century  a.d.^  This  pha.se  in  history  was  not  barren 
of  progress  in  economic  activity.  Regular  w'ork  was  developed,  w'ork 
w'as  divid(‘d  somew^hat  according  to  the  particular  skills  of  the  in¬ 
dividuals,  and  the  feudal  lords  developed  administrative  and  super¬ 
visory  techniques  to  control  production  and  consumption.  Rudi¬ 
mentary  accounting  was  also  developed  during  this  period.  How'ever, 
there  w’as  no  business  because  the  necessary  elements  for  business 
w’ere  not  evident:  (1)  The  guiding  plan  of  social  activity  was  based  on 
social  status  obtained  by  birth  rather  than  by  each  individual’s  skills, 
efforts,  and  contributions.  (2)  Production  was  primarily  for  con¬ 
sumption  and  there  was  little  if  any  [iroduction  for  exchange.  (3) 
There  w’as  no  philosophy  of  advancing  or  progressing  in  material 
affairs. 

We  should  note  with  interest  this  era  of  pre-bu.siness  capitalism 
and  collective  economies,  for  it  i^  a  lesson  in  history  that  has  present 
day  applications.  Mankind  since  its  inception  stmggled  toward  a 

*  It  should  be  noted  that  there  had  l)een  a  considerable  development  of  private 
business  capitalism  in  Ancient  Times. 
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collective  economy  and  the  security  it  provided.  After  many  thou¬ 
sands  of  years  of  existence,  the  high  point  of  feudalism  was  reached 
about  1100  A.D.  only  to  give  way  to  a  new  idea  of  social  existence  in¬ 
troduced  by  the  petty  capitalist.  Petty  capitalism  arose  because  the 
philosophy  of  feudalism  was  too  narrow  and  inflexible.  It  lacked  the 
universality  to  appeal  to  the  heterogeneity  of  man  and  his  desire  for 
progress.  There  was  no  place  in  the  collective  economy  for  the  eco¬ 
nomic  man,  the  group  in  society  which  emphasizes  material  progress 
and  aims  at  security  through  effort  directed  toward  economic  ad¬ 
vancement. 

Today  wt  again  see  the  rise  of  collective  economies  under  the  banner 
of  socialise  n — a  type  of  social  existence  that  has  historically  been  re¬ 
jected  by  m  inkind  in  spite  of  its  long  period  of  trial  and  development. 

Petty  Capitalism  (1100  a.d.-1300  a.d.) 

Petty  ca]  italism  was  the  first  t3rpe  of  private  business  capitalism. 
The  petty  ^.'apitalist  introduced  business  to  society.  The  economic 
man,  who  lad  largely  been  dormant  in  the  collective  economy  of  pre¬ 
business  C£  pitalism,  arose  to  create  the  beginnings  of  a  revolutionary 
new  social  *  »rder.  In  order  to  appreciate  the  significance  of  this  ev«‘nt, 
we  have  only  to  compare  the  advances  made  in  civilization  in  the  last 
900  ycars^  to  those  made  in  the  countless  thousands  of  years  during 
the  era  of  pre-business  capitalism. 

When  th.3  petty  capitalist  introduced  business  to  society,  In*  laid 
the  cornerstone  of  our  present  civilization.  Business  freed  mankind 
from  the  almost  completely  absorbing  task  of  providing  dirc‘ctly  for 
his  own  basic  needs.  By  producing  goods  for  exchange  as  well  as 
consumption,  non-perishable  capital  could  be  accumulat'd.  'Fhis 
accumulation  of  work  and  effort  in  the  form  of  capital  permitte<l  man 
the  leisure  to  contemplate,  plan,  and  specialize  in  those  areas  in  which 
he  could  make  the  greatest  contribution  to  society. 

The  direct  putting-out  system  of  capitalism  was  a  contribution  of 
the  petty  capitalist.  In  earlier  times  the  usucapital  system  had  pre¬ 
vailed;  under  this  system  capital  was  used  by  the  owner  and  in  no 
other  way  could  it  yield  a  return.  The  direct  putting-out  system  pre- 
s<?nted  a  way  whereby  the  owner  of  capital  puts  out  dirc'ctly  to  the  user 
a  certain  amount  of  capital  goods  or  money  in  return  for  a  [iromiw*  to 
pay  interest  or  dividends.  It  made  capital  dynamic.  By  this  device 
a  businessman,  clergyman,  artist,  or  widow  could  derive  sustenance 

*  The  developments  of  Aneient  Times  had  thjen  largely  disappearetl. 
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by  piitting-out  capital  to  work  and  receiving  income  from  it.  The 
three  principal  methods  of  getting  an  income  from  capital  by  direct 
putting-out  under  the  system  of  petty  capitalism  can  be  summarized 
as  follows:  (1)  Investing  in  a  business  partnership.  (2)  Loaning  goods 
or  money.  (3)  Selling  goods  on  credit  but  at  a  charge. 

It  is  difficult  to  determine  to  what  extent  the  petty  capitalist,  em¬ 
bodied  in  shopkeepers,  storekeepers,  and  traveling  merchants,  formu¬ 
lated  his  thoughts  and  ideas  in  relation  to  himself,  business,  and  so¬ 
ciety.  However,  by  assuming  a  rather  close  connection  between 
business  thought  and  business  practices  we  can  reconstruct  in  a 
general  way  his  guiding  principles  or  philosophy. 

The  petty  capitalist  had  the  idea  that  status  in  the  material  world 
should  be  obtained  through  the  individual’s  skills  and  efforts.  This 
conct'pt  w’as  in  direct  opposition  to  the  feudalistic  concept  of  status  by 
virtue  of  birth.  The  petty  capitalist  was  an  individualist.  He  be¬ 
lieved  in  economic  independence.  He  avoided  control  by  other  men 
except  on  an  equal  basis  as  within  gilds.  He  offered  apprenticeships 
to  the  able  and  industrious.  Although  the  apprentice’s  w’ages  were 
probably  low,  he  had  the  opportunity  to  l(*arn  the  trade  and  acquire  a 
little  capital  with  which  he  could  become  a  partner  or  set  up  a  shop 
of  his  own.  Thus  “opjiortunity  knocked”  for  all  who  were  willing  and 
able.  The  pi^tty  capitalist’s  public  policy  can  bt'  summarized  as 
democratic  economic  equality. 

The  petty  capitalist  recognized  that  his  skill  in  the  market  place 
was  the  measure  of  his  success.  In  order  to  fully  utilize  this  skill,  he 
confined  his  efforts  primarily  to  the  local  market.  He  restricted  the 
variety  of  goods  and  services  offered  to  those  with  w  hich  he  was  inti¬ 
mately  familiar  so  that  his  skill  in  exchange  could  be  more  effectively 
concentrated.  He  tried  to  buy  his  wares  as  cheaply  as  possible  and 
sell  them  as  dearly  as  possible. 

To  appreciate  the  atmosphere  and  the  environment  in  which  the 
pi'tty  capitalist  conducted  his  affairs,  it  is  well  to  consider  the 
economic  philosophy  of  the  era.  The  economic  doctrine  of  the  church 
which  culminated  in  the  canon  law  was  probably  the  fir.st  formulated 
body  of  economic  thought.  The  canonist  doctrine  rested  on  theology 
or  Christian  ethics.  It  laid  dow  n  certain  principles  of  right  and  wrong 
in  the  economic  sphere,  and  it  was  the  work  of  canonists  to  apply 
these  to  specific  transactions  and  to  propoimce  judgment  on  their 
permissibility.  The  two  principal  doctrines  were  those  applying  to 
“just  price”  and  “usury.” 
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The  doctrine  of  “just  price”  was  based  on  the  fulfillment  of  the  law 
of-Christ,  “Whatsoever  ye  would  that  men  should  do  unto  you,  do  ye 
also  unto  them.”  St.  Thomas  Aquinas,  who  summarized  the  doctrine 
of  canon  law,  held  that  everything  has  one  “just  price,”  or  what  it  is 
worth.  He  held  that  value  was  something  objective,  something  in¬ 
herent  in  the  article  which  w'as  outside  the  will  of  the  individual  pur¬ 
chaser.  The  marked  difference  between  this  point  of  view  and  the 
modem  idea  of  “market  value”  is  that  “market  value”  includes  a 
subjective  measurement — what  each  individual  cares  to  give  for  an 
article  or  service. 

Aquinas  contended  that  for  every  article,  at  any  particular  time, 
there  w’as  one  “just  price”  that  should  not  vary  with  momentary 
supply  and  demand,  with  individual  caprice,  or  skill  in  the  market. 
Included  in  his  idea  of  “just  price”  was  the  desirability  of  trade.  The 
distinction  between  licit  and  illicit  trade  depended  on  the  motive  of 
the  trader.  The  exchange  price  should  cover  the  “just  price”  paid  by 
the  merchant  for  the  article  together  with  such  gain  as  would  enable 
him  to  maintain  his  standard  of  living.  If  the  price  charged  by  the 
merchant  for  any  article  allowed  him  to  improve  his  position,  such 
trade  w’as  base.  Clearly  it  was  the  desire  for  gain  that  impelled  t*he 
merchant  to  trade. 

There  were  two  principal  arguments  by  which  theologians  and 
lawyers  of  the  time  justified  the  prohibition  of  usury.  The  first  was 
Aristotle’s  doctrine  that  money  itself  w'as  barren,  and  that  therefore 
fruit  or  payment  cannot  justly  be  demanded  for  the  use  of  it.  The 
second  argument  w  as  more  subtle  and  turned  on  the  distinction  in 
Roman  law  between  consumptibles,  such  as  com,  that  are  consumed 
or  spent  in  use;  anddungibles,  such  as  a  house,  that  are  not  consumed 
in  use.  Money,  it  was  contended,  belonged  to  the  first  class.  To  sell  a 
thing,  and  then  make  a  charge  for  the  use  of  it,  was  unjust.  The 
canonist  ai^ed  that,  when  money  passed  into  the  hands  of  the 
borrower,  it  should  be  regarded  as>a  sale  of  a  fungible  item  in  which 
pa3nnent  of  the  price  w'as  deferred.  No  payment  ought  to  be  made 
for  the  loss  of  time  in  waiting  for  the  price,  because  time  was  God’s 
and  ought  not  to  be  sold. 

Let  us  not  criticize  too  strongly  this  canonist  economic  thought. 
It  consisted  of  logical  reasoning  based  entirely  on  ethical  considera¬ 
tions.  The  true  nature  of  business  and  its  role  in  society  were  not 
recognized.  Rather,  let  us  apply  the  lesson  learned  to  present-day 
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economic  theories.  Many  of  our  present-day  theories  suffer  from  the 
same  insufficient  knowledge  of  business  as  did  the  canonist  doctrine. 

The  petty  capitalist  did  not  suffer  unduly  because  of  the  doctrine 
of  canon  law.  The  ways  and  means  by  which  he  evaded  the  penalties 
of  the  ecclesiastical  courts  are  too  numerous  to  be  outlined  here. 
Business  progressed  in  spite  of  the  doctrine  of  “just  price,”  which  if 
rigidly  enforced  would  have  curtailed  all  trade;  for  under  that  doctrine 
the  merchant  could  not  lose  on  one  commodity  of  which  there  was  a 
supply  in  excess  of  demand  and  hope  to  remain  in  business  by  charg¬ 
ing  a  higher  price  for  another  commodity.  As  the  benefits  of  trade 
began  to  be  appreciated  by  society,  the  enforcement  of  the  doctrine 
of  “just  price”  and  “usury”  became  more  and  more  lenient  even 
though  canon  law  in  its  essential  form  lived  on  well  into  the  sixteenth 
century. 

When  the  iietty  capitalists  were  forced  to  give  way  to  the  mercantile 
capitalists,  it  was  as  a  result  of  their  own  philosophy  of  business.  As 
noted  earlier,  the  petty  capitalist  believed  the  future  of  business  was 
in  selling  a  restricted  line  of  goods  and  services  primarily  in  the  local 
market.  Business  Ix'came  static.  The  town  economy,  which  the  petty 
capitalist  had  helped  to  create,  could  not  grow.  The  populace  was 
being  deprived  of  many  desirable  goods  and  services. 

The  iietty  capitalist’s  public  policy  of  democratic  economic  equality 
presupposed  an  almost  universal  equality  of  man  which  history  and 
psychology  have  proved  false.  The  petty  capitalist  fought  against 
control  from  outside,  yet  such  control  was  a  key  to  the  improvement 
of  business  and  society.  During  the  period  of  petty  capitalism  a  cer¬ 
tain  amount  of  over-competition  resulted,  which  the  petty  capitalist 
gilds  tried  to  prevent;  however,  it  took  the  industrial  capitalists  to 
prove  the  unworkability  of  extreme  individualism  in  a  heterogeneous 
society. 

Mercantile  Capitalism  (1300  a.d.-1800  a.d.) 

Mercantile  capitalism  replaced  petty  capitalism  liecause  it  offered 
more  to  society  than  the  old  system  had  provided.  The  mercantile 
capitalist,  in  the  form  of  the  sedentary  merchant,  perceived  that  if 
business  was.  to  grow  the  market  must  be  extended.  Goods  must  be 
brought  in  from  a  wider  area  and  more  goods  must  be  sold  to  a  vastly 
extended  market.  The  mercantile  capitalist  believed  that  competition 
should  exist  primarily  in  the  foreign  market.  This  over-all  concept 
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was  a  priori  to  the  theory  of  mercantilism  that  gave  Europe  its  met¬ 
ropolitan  economy.  Accordingly  the  sedentary  merchant  adapted 
administrative  techniques,  policies,  and  practices  that  would  enable 
him  to  fulfill  this  guiding  principle  of  extending  the  market. 

The  mercantile  capitalist  introduced  control  to  capitalism  for  good 
or  evil.  His  central  policy  was  to  remain  at  home  in  the  countinghouse 
and  take  on  the  role  of  an  administrator.  He  exerted  control  over  his 
agents  who  carried  his  go<>ds  to  the  foreign  market.  In  order  to  secure 
control  over  the  type  and  quality  of  his  merchandise,  he  tried  to  re¬ 
duce  the  wholesale  handicraftsmen  to  economic  subordination.  Per¬ 
haps  he  was  the  first  businessman  to  realize  the  disruptive  influence 
extreme  individualism  could  have  on  society.  At  least  he  recognized 
that  further  progress  in  business  at  that  time  was  possible  only 
through  some  subordination  of  those  engaged  in  economic  activity  to 
a  Ix'tter  informed  central  control. 

The  scMicntary  merchant  had  a  constant  problem  of  risk.  He  met 
this  problem  by  diversification  and  integration  of  functions.  He 
commonly  performtHl  such  diverse  functions  as  importing,  exporting, 
wholesaling,  retailing,  transportation,  storage,  banking  and  insurance. 

The  height  of  recognition  for  mercantile  capitalism  came  when  the 
basis  of  public  wealth  was  seen  to  be  private  wealth,  when  the  chief 
source  of  all  wealth  was  thought  to  be  foreign  trade,  and  w’hen  the 
nation  was  held  to  the  same  limitations  of  policy  as  the  merchant. 
Business  thought  and  wonomic  thought  w’ere  unitecl.  Contrast  this 
with  the  present  governmental  economic  thought  which  is  impluHl  in 
many  governmental  activities:  “The  governmimt  can  do  anything 
that  business  fails  to  do  that  is  socially  and  (*conomically  desirable, 
and  it  can  do  it  better."  Perhaps  the  politicians  who  advocate  fiscal 
.suicide  under  the  guise  of  a  planned  and  stabilizcnl  economy  have 
never  heard  of  mercantilism,  or  having  heard  are  d(‘af  to  its  logic. 

Mercantile  capitalism  as  a  system  in  busiiu'ss  lasted  almut  six 
centuries.  No  other  system  of  business  capitalism  has  flourislusl  so 
long.  Its  philosophy  had  a  certain  universality;  it  became  part  of 
man’s  thinking.  The  system  was  far  from  perfect,  but  each  ideal  group 
of  that  period  from  the  theoretic  man  to  so<‘ial  man  apparently  some¬ 
how'  made  a  w'orkable  adjustment  to  the  society  which  mercantilism 
and  mercantile  capitalism  helped  develop  and  supi)ort. 

The  system  of  mercantile  capitalism  gave  way  to  sptTialization 
from  within  and  to  the  Industrial  Revolution  from  without.  As  the 
volume  of  trade  increased,  the  mercantile  capitalist  found  it  increas- 
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ingly  difficult  to  control  and  administer  his  diverse  functions.  He 
began  to  specialize  in  exporting  or  banking,  allowing  other  merchants 
who  also  specialized  to  do  the  importing  or  provide  transportation. 
The  sedentary  merchant  generally  did  not  have  the  technical  ability 
for  developing  factory  production  techniques  that  were  needed  with 
the  advent  of  the  Industrial  Revolution.  Mercantile  capitalism  under 
mercantilist  public  policy  also  became  overburdened  with  regulations 
designed  primarily  to  protect  business  and  guarantee  a  favorable 
balance  of  trade.  This  over-regulation  began  to  prevent  the  essential 
flow  of  goods  necessary  to  maintain  a  high  level  of  economic  activity. 

When  the  system  of  mercantilism  which  embodied  the  sedentary 
merchant’s  business  philosophy  disappeared,  the  sedentary  merchant 
disappeared  with  it.  The  petty  capitalist,  on  the  other  hand,  is  with 
us  today,  even  though  petty  capitalism  disappeared  as  a  dominant 
system  of  business  about  1300  a.d. 

Industrial  Capitalism  (1800  a.d.-1900  a.d.) 

The  industrial  capitalist  was  a  specialist.  He  used  power  machinery 
wherever  possible,  he  drove  his  employees  hard,  and  preferred  paid 
workers  rather  than  agents.  The  tendency  toward  specialization, 
however,  was  the  fundamental  characteristic  of  the  industrial  capital¬ 
ist  that  differentiated  him  from  the  mercantile  capitalist.  The  system 
of  industrial  capitalism  gave  the  petty  capitalists  a  new  chance  to 
seek  dominance  in  the  business  world.  Many  petty  capitalists,  such 
as  blacksmiths  and  craftsmen,  had  the  technical  ability  for  factory 
management  and  became  successful  industrial  capitalists'.  For  this 
reason,  it  is  interesting  to  compare  the  similarity  in  the  philosophies 
of  the  pt'tty  and  industrial  capitalists.  ' 

The  industrial  capitalist’s  guiding  principle  was  to  reduce  costs — 
to  reduce  costs,  and  thus  to  reduce  prices,  providing  more  goods  for 
all  at  cheaper  and  cheaper  prices.  He  believed  that  as  more  goods 
were  available  at  cheaper  and  cheaper  prices,  the  general  standard  of 
living  would  be  raised. 

Classical  economics  added  to  the  industrial  capitalist’s  philosophy 
by  providing  for  a  business  freedom  to  supplement  the  growing  de¬ 
mand  for  social  and  political  freedom  furthered  by  the  French  Revolu¬ 
tion.  The  political  leaders  in  England  recognized  that  complete  free¬ 
dom  of  trade  would  allow  them  to  dominate  the  world  market  because 
of  England’s  obxnous  margin  in  manufacturing  facilities  and  techni- 
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ques.  Thus  economic  or  business  freedom  was  in  fact  incidental  to 
the  political  and  social  freedom  advocated  in  the  doctrine  of  “laissez- 
faire.”  Although  economic  freedom  was  incidental  to  political  and 
social  freedom,  it  does  not  follow  that  social  and  political  freedom  can 
exist  without  economic  freedom.  “Laissez-faire”  became  a  reality 
only  after  England  proclaimed  the  desirability  of  business  freedom. 
Today  we  face  the  same  issue  audit  is  phrased  “opportunity  or  secur¬ 
ity.”  Let  us  not  be  fooled  into  believing  that  a  true  democratic  system 
of  government  can  be  maintained  if  the  ownership  and  control  of 
business  is  not  primaril}’^  in  private  hands. 

The  industrial  capitalists,  <;ompos(^d  partly  of  petty  capitalists, 
.st‘ized  on  the  doctrine  of  “laissez-faire”  as  being  akin  to  the  previous 
doctrine  of  democratic  economic  equality.  Industrial  capitalism,  in 
its  brief  period  of  approximately  a  hundred  years,  w'as  to  develop 
some  of  the  esseptial  weaknesses  that  forced  petty  capitalism  to  give 
way  to  mercantilism  (i.e.,  over-competition  and  narrowness  of 
distribution). 

At  first  the  industrial  capitalists  enjoyed  profitable  operations  be¬ 
cause  their  competitors  were  composed  largely  of  businessmen  using 
the  old  technique's.  When  the  system  of  industrial  capitalism  ad¬ 
vanced  to  the  stage  where  competition  arose  between  tw^o  firms  hav¬ 
ing  the  same  tethnical  knowledge  and  equipment,  the  severity  of 
competition  led  to  bankruptcy  or  near  bankruptcy.  The  industrial 
capitalist  w'as  commonly  a  poor  financial  manager.  He  capitalized 
his  plant  on  a  narrow  base  and  plow’ed  back  earnings  into  more  ma¬ 
chinery  and  equipment  and  larger  operations.  Consequently,  when 
he  was  faced  with  competition  or  the  partial  loss  of  the  market  due  to 
depressed  business  conditions,  he  was  hard  presscnl  to  survive. 

The  philosophy  of  industrial  capitalism  like  classical  economics 
overlooked  the  heterogeneity  of  man.  Economic  liberalism  w’as  basted 
on  the  false  premise  that  all  men  are  economic  men,  and  in  a  fn*e  so¬ 
ciety  each  individual  would  be  able  to  satisfy  his  peculiar  nt*ed8 
through  his  own  efforts.  Industrial  capitalism  failed  in  its  complete 
lack  of  universality.  It  provided  for  only  one  .segment  of  our  total 
society — economic  man. 

The  working  cla.ss  was  exploited  in  the  constant  efforts  to  reduce 
costs,  and  the  consumers  were  neglected  in  the  emphasis  on  producers’ 
goods.  It  might  be  .said  that,  to  the  industrial  capitalist,  producers 
and  sellers  were  persons,  while  workers  and  consumers  were  things. 
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Financial  Capitalism  (1890  a.d.-1933  a.d.) 

Financial  capitalism  was  a  system  of  necessity.  The  industrial 
capitalists  had  become  the  victims  of  their  extreme  specialization  and 
ruthless  competition.  Many  industrial  capitalists  realized  that  further 
competition  was  not  the  answer  to  their  financial  distress,  but  it  took 
the  financial  capitalists  to  restore  order  to  the  economic  chaos  that 
had  been  created  during  the  brief  period  of  economic  liberalism. 

Financial  capitalism  was  so  short-lived  that  it  did  not  develop  a 
formulated  system  of  thought.  However,  in  the  ideas  and  thoughts 
that  reflected  necessity  one  may  discern  an  arising  neo-mercantilism 
or  business  economics.  The  beginnings  of  this  unformulated  philos¬ 
ophy  can  be  deduced  from  the  policies  and  practices  of  the  invest¬ 
ment  bankers  who  took  over  the  control  of  business  to  protect  the 
interest  of  the  investing  capitalists. 

The  financial  capitalist  substituted  diversification  of  products  and 
multiple  economic  functions  for  specialization.  He  built  up  reserves 
to  mitigate  or  prevent  the  bankruptcies  that  formerly  resulted  when 
demand  or  prices  fell  momentarily.  Cut-throat  competition  was  re¬ 
placed  by  a  iu‘w  concept  of  codpc*rative  competition.  The  growth  of 
trade  associations  exemplified  the  financial  capitalist’s  idea  that 
policing  and  restraint  should  be  accomplished  from'  within.  Although 
these  economic  ideas  and  policies  were  not  formulated,  they  are  still 
evident  in  business  thinking  today  and  may  form  a  base  for  a  new 
philosophy  of  business  with  the  breadth  and  flexibility  to  meet  the 
needs  of  our  changing  society. 

Financial  capitalism  was  in  a  position  to  pt'rform  a  true  social 
service.  C’oopt'rative  competition  allowed  for  rises  in  prices  and 
wages,  whereas  the  philosophy  of  the  industrial  capitalists,  with  its 
emphasis  on  reduced  cost,  made  no  such  provision.  The  system  of 
financial  capitalism  had  a  flexibility  with  which  a  workable  balance 
between  the  principal  elements  in  our  economy  could  have  been 
achieved.  The  financial  capitalist,  however,  did  not  realize  he  was  in 
control  of  a  system.  He  did  not  recogjiize  the  inherent  potential  of 
this  system  to  correct  the  social  inequities  that  had  been  created  dur¬ 
ing  the  era  of  industrial  capitalism.  If  financial  capitalism  had  been 
allowed  a  longer  p(*riod  of  time  to  operate  effectively,  this  potential 
might  have  l)een  recognized  and  exploited  to  the  benefit  of  all. 

Financial  capitalists,  however,  were  too  prtH)ccupied  with  the 
necessity  of  providing  for  the  investing  ca])italists  to  develop  the 
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needed  working  balance  between  the  three  interest  groups:  the  work¬ 
ers,  the  consumers,  and  the  investors.  The  ery  also  arose  that  the 
financial  capitalists  through  horizontal  and  vertical  integrations  were 
creating  monopolies  to  the  detriment  of  our  economy.  The  petty 
capitalist  found  it  harder  and  harder  to  get  into  the  field  and  compete 
with  big  business.  Of  all  the  systems  of  capitalism  that  have  existed, 
none  have  been  so  widely  condemned  as  financial  capitalism.  “In¬ 
dustrial  Absolutism”  and  “Money  Trust”  became  popular  everyday 
phrases  describing  the  system. 

The  financial  capitalists  in  the  United  States  reached  their  greatest 
heights  during  the  merger  period,  1897-1903,  and  the  recovery  period, 
1923-1929,  following  the  postwar  depression  of  1920-1922.  When 
exces.sive  speculation  resulted  in  the  crash  of  1929,  and  the  subse¬ 
quent  depression  of  the  1930’s,  financial  capitalism  was  through  as  the 
dominant  sy.stem  of  business.  Labor  caught  on  to  the  old  and  out¬ 
moded  idea  of  business  “to  get  the  most  for  the  least”  during  the  late 
I920’s  and  was  instrumental  in  bringing  on  national  capitalism  in 
1933,  after  the  complete  change  in  political  administrations. 

-  NatioxNal  Capitalism  (1933  A. D.  -  ) 

National  capitalism  took  over  control  of  business,  not  on  behalf 
of  the  industrial  capitalists  as  did  financial  capitalism,  but  on  behalf 
of  lalx)r  and  the  petty  capitalists.  Ownership  of  business  is  still 
primarily  in  private  hands,  but  the  government  uses  its  power  of 
regulation  over  capital  and  credit  to  control  business  according  to 
its  i)olicies.  The  underl3dng  purpose  of  national  capitalism  is  of  a 
social  character — to  remedy  the  inequities  created  under  industrial 
and  financial  capitalism. 

We  should  recognize  that  national  capitalism  and  social  democracy 
are  very  likely  transitional  business  and  political  systems.  At  the  end 
of  the  road  there  are  two  unwelcome  alternatives,  socialism  and 
fascism.  Socialism  substitutes  public  ownership  of  business  for  pri- 
vatt‘  ownership.  Fascism  retains  private  ownership  but  establishes 
a  tight  political  control  over  business.  E^ch  of  the  two  alternatives 
has  the  undesirable  but  inevitable  consequence  of  sacrificing  personal 
liberty  for  autocracy. 

Kach  of  the  ideal  groups  which  roughly  comprise  our  society  has 
Ix^m  continually  struggling  to  adjust  to  the  various  systems  of  busi- 
n(*ss  that  have  existed  in  our  civilization.  The  most  extensive  adjust- 
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ment  was  made  under  the  system  of  mercantile  capitalism.  When 
adjustment  was  not  possible  under  an  existing  system,  it  was  replaced 
by  a  new  system  that  promised  more  to  certain  elements  in  our  heter¬ 
ogeneous  society.  Each  diverse  group  has  also  recognized  that  if 
business  could  not  serve  their  desires,  they  could  obtain  a  certain 
measure  of  relief  through  political  action.  This  pressure  from  many 
diverse  sourct‘s  has  forced  our  government  to  expand  its  sphere  of  in¬ 
fluence  over  business  and  society.  The  ultimate  end  of  the  constantly 
expanding  government  participation  and  control  is  socialismor  fascism. 

Many  of  the  measures  taken  by  government  in  the  past  seventeen 
years  have  been  clearly  labeled  “socialistic,”  even  though  they  have 
filled  a  need  of  society.  Unfortunately,  this  indiscriminate  labeling 
has  given  the  tluKiry  of  socialism  a  certain  respectability  which  is 
undeserved,  for  these  so-called  socialistic  measures  have  been  largely 
deiiendent  on  private  business  capitalism  for  their  success. 

The  theory  and  philosophy  of  socialism  have  a  universality  of  ap- 
p<*al  that  to  this  date  has  not  been  matched  by  the  theory  and  philoso¬ 
phy  of  private  business  capitalism.  The  principal  reason  for  this 
discrepancy  is  that  the  propoiu'iits  of  private  business  capitalism 
have  been  notably  inarticulate.  However,  socialism  in  practice  lacks 
the  universality  to  provide  for  a  total  society.  Socialism  fails  in  that 
it  needs  economic  contributions  to  exist  and  ultimately  uses  control 
or  force  to  obtain  them.  Men  are  herded  together  according  to  the 
existing  ikhkIs  of  the  state,  and  any  semblance  of  individualism  is 
ruthlessly  submerged.  The  increasing  number  of  reports  received  in 
this  country  concerning  the  slave  labor  camps  in  Eastern  Europe*  is 
testimony  to  the  reality  of  a  socialistic  state.  Socialism  dot's  not 
allow  the  six  ideal  groups  in  society  to  make  a  workable  adjustment. 
Certainly  the  needs  and  contributions  of  the  economic  man  are 
completely  overlooked,  as  are  others  as  well. 

Obviously  no  business  and  political  system  can  be  universal  enough 
to  provide  exactly  for  each  individual  in  society.  For  example,  an 
aesthetic  man  who  finds  no  market  for  his  “second  rate”  art  creations 
cannot  continue  indefinitely  in  this  chosen  line  oV  endeavor.  He  must 
adjust  and  find  some  other  way  to  make  his  essential  contribution 
toward  society  w’hile  retaining  art  as  a  hobby.  Private  business 
capitalism  and  social  democracy  have  the  inherent  flexibility  to  allow' 
these  adjustments  to  be  made  so  that  a  close  social  union  may  prevail. 
The  challenge  of  business  today  is  to  formulate  a  philosophy  of 
business  around  this  inherent  flexibility. 
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The  modern  businessman  has  not  formulated  a  busim^ssman’s 
philosophy  of  national  capitalism.  He  is  largely  conducting  his 
business  today  with  the  ideas  and  thoughts  of  earlier  business  83rstems. 
Some  of  these  earlier  ideas  are  applicable  to  national  capitalism  but 
many  are  not.  For  example,  the  old  and  unworkable  idea  of  “eco¬ 
nomic  liberalism”  that  characterized  industrial  capitalism  is  still 
given  a  place  of  honor  in  the  businessman's  thinking  today.  A  hope 
to  return  to  “economic  liberalism”  was  the  underlying  rallying  point 
of  business  in  the  1948  Presidential  election.  It  is  not  too  soon  for 
business  to  separate  these  old  ideas  into  two  categories  and  to  discard 
all  those  that  have  no  present-day  applicability. 

The  neo-mercantile  thought  that  is  discernible  in  .some  business 
policies  and  practices  today  may  form  the  ba.se  for  a  new  philosophy 
that  recognizes  and  provides  for  the  heterogeneity  of  man.  The 
philo.sophy  of  national  capitalism  must  be  structured  on  the  idea  that 
each  individual  makes  his  contribution  toward  the  civilization  on 
which  busine.s.s  depends,  and  business  in  turn  must  help  to  create  the 
economic  and  social  environment  in  which  each  individual  can  make 
necessary  adjustments. 

The  need  to  formulate  and  articulate  at  lea.st  the  tentative  prin¬ 
ciples  of  business  in  this  dynamic  era  of  national  capitalism  stems 
from  tw'o  primary  considerations: 

1.  Business  should  have  a  guide  for  establishing  business  policies 
and  practices  that  are  in  accord  with  the  ivquirements  of  our  total 
society.  A  broad  and  flexible  business  philosophy  can  give  direction 
and  empha.sis  to  the  concepts  of  “bu.siness  statesmanship”  and 
“business  responsibility.” 

2.  Our  present  society  does  not  recognize  that  business  is  the  vital 
“core”  of  our  civilization.  Business  is  still  regarded  by  many  as  being 
predatory.  The  economic  explanation  of  busine.ss  is  incomplete  and  in 
many  instances  lacks  reality.  Unfortunately,  public  action  in  regard 
to  business  is  governed  largely  by  public  opinion  and  economic  theory. 
Therefore,  a  businessman's  explanation  of  business  or  of  business 
economics  must  become  part  of  the  fabric  of  social  thinking  so  that  a 
w'orking  balance  between  the  various  forces  in  society  can  be  achieved. 

Robert  E.  Moore 
Wright  Field 
Dayton,  Ohio 


PuUislier  and  Advertiser  Extraordinary: 

Tke  E.  C.  Allen  Collection 

It  is  not  often — ^perhaps  fortunately — that  Baker  Library  receives 
a  collection  totaling  four  t6ns.  That  was  the  approximate  weight  of 
material  brought  by  moving  van  from  Augusta,  Maine,  this  past  May. 
The  four  tons  comprised  the  paper  remains — apparently  untouched 
since  the  early  nineteen-hundreds — of  the  E.  C.  Allen  mail-order  and 
publishing  house,  which  flourished  in  Augusta  during  the  last  quarter 
of  the  nineteenth  century.  Of  the  four  tons,  approximately  one  and 
a  half  are  represented  by  bound  and  unbound  files  of  Home  and  Fire¬ 
side,  Sunshine,  Golden  Moments,  and  the  dozen  other  farm  and  home 
magazines  published  by  Allen  and  his  associates.  Another  ton  con¬ 
sists  of  the  oleographs,  or  colored  reproductions  of  oil  paintings,  dis¬ 
tributed  as  premiums  or  as  mail-order  offerings.  The  remaining  ton 
and  a  half  is  the  measure  of  the  business  records,  bound  and  un¬ 
bound,  with  which  we  are  here  chiefly  concerned.  It  is  expected  that 
the  full  story  of  the  enterprise  will  be  told  later,  possibly  by  someone 
working  for  a  Ph.D.  degree.  But  before  describing  the  collection  it¬ 
self,  and  some  of  the  incidents  met  in  its  arrangement,  a  brief  account 
of  E.  C.  Allen’s  activities  will  be  helpful.^ 

In  later  advertisements  Allen  took  pride  in  stating  that  he  himself 
began  as  an  agent  for  books  at  the  age  of  seventeen. ^  In  1868,  wiien 
he  w'as  only  nineteen,  he  w^as  publishing  in  Augusta;  three  years  later 
he  had  his  owm  building  on  Water  Street;  and  in  1880  a  second  build¬ 
ing  was  necessary  to  care  for  expansion  of  his  interests.  The  plant  is 
thus  described  in  an  advertising  circular  of  February,  1889: 

We  own  the  buildings  tliat  we  occupy;  we  built  them  ourselves;  they  are 
of  brick,  granite  and  iron,  and  are  among  the  most  substantial  in  America; 
we  occupy  over  an  acre  of  floor  room.  We  own  and  run  twenty-two  large, 
power  printing-presses,  eleven  of  which  are  double  presses.  On  our  printing 
office  (buildings,  machinery,  and  general  furnishing),  we  have  expended 
over  THREE  HUNDRED  THOUSAND  DOLLARS. 

'  For  many  facts  about  the  concern  the  writer  is  indebted  to  Edward  A.  Whit¬ 
ney,  a  nephew  of  Mr.  Allen’s  and  the  donor  of  the  collection.  Allen’s  own  adver¬ 
tisements  and  his  circular  letters  to  agents,  always  colorful  and  personal,  also  re¬ 
veal  much  about  the  man  and  his  methods.  The  “C”  in  his  name  was  used  for  the 
convenience  of  signing  onlj’. 

*  George  P.  Rowell,  founder  of  Printers’  Ink  tells  in  Forty  Years  an  Advertising 
Agent  (pp.  196-198)  of  Allen’s  early  succe.ss  in  selling  a  recipe  for  making  soap. 
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By  this  time,  Allen  had  acquired  a  controlling  interest  in  the  pub¬ 
lishing  firms  of  True  &  Co.,  of  Augusta,^  George  Stinson  &  Co.  and  H. 
Hallett  &  Co.,  both  of  Portland.  He  was  able  to  guarantee,  in  the 
circular  previously  quoted,  a  circulation  of  over  400,000  a  month  for 
both  his  Special  and  Giant  List  of  magazines.  Three  years  later  he 
could  boast  that  his  magazines  reached  “fully  one-fifth  of  the  entire 
country  and  village  population  of  the  United  States.”  And  the  book 
trade,  he  hastened  to  add,  was  larger  than  the  periodical  business. 
Photograph  albums,  imported  from  Berlin,  Bibles,^  and  such  com¬ 
pilations  as  Guests  of  the  Heart  and  Lives  of  the  Presidents  were  ever 
popular.  Sets  of  oleographs,  including  such  popular  titles  as  “Angels 
guard  thy  bed”  and  “Pompeii  scene,”  made  the  selling  of  his  publica¬ 
tions  easy,  or  so  he  told  his  agents.  A  growing  mail-order  business, 
offering  such  variety  items  as  watches,  telescopes,  ribbons,  and 
buttons,  was  a  further  string  to  his  bow. 

Additional  evidence  of  the  size  of  the  Allen  enterprise  is  offered  in 
a  pamphlet  sent  to  agents  in  the  early  1890’s.  The  back  cover,  headed 
“copied  from  the  last  Annual  Report  of  the  Augusta  Board  of  Trade,” 
states:® 

Mr.  Allen  constant^'  employs  over  300  printers,  clerks,  and  workmen, 
making  a  personal  payroll  of  over  $100,000  a  year  .  .  .  the  total  runninK  ex¬ 
penses  are  over  $2, .500  per  day.  One  of  the  largest  items  of  expenditure  is 
that  for  advertising,  $100,000  yearly  l>eing  |)aid  out  for  this.  Another  is 
postage,  which,  in  some  years,  had  amounted  to  $144,000.  What  this  im¬ 
mense  sum  was  spent  for  is  shown  by  the  statement  that  in  one  year  more  than 
1600  tons  weight  of  papers  and  magazines  were  sent  out  to  subscribers — an 
amount  recorded  by  postal  authorities  as  lieing  the  largest  ever  sent  out  by 
t:ny  publishing  house  in  America.  .  .  .  One  single  day  has  seen  the  receipt  of 
over  12,000  new  subscriptions  for  the  firm’s  publications,  with  cash  in  advance 
for  all.  .  .  . 

Elsewhere  in  this  pamphlet  Allen  staters  that  he  is  the  lai^est  importer 
of  fine  paper  from  Europe,  is  the  largest  purchaser  of  paper  in  the 

^  Allen  was  a  guardian  of  True’s  children. 

*  He  published  the  first  parallel  Bible  printetl  in  this  country,  placing  the 
Authorized  Version  of  1611  and  the  Revised  Version  of  the  1880’s  in  parallel  col¬ 
umns  on  the  page.  Mr.  Whitney  reports  that  his  uncle  was  particularly  proud 
of  this  publication. 

‘  Howell,  in  the  publication  previously  cited,  tells  how  Allen,  about  1870,  a.sked 
him  to  place  an  advertisement  in  every  newspaper  in  tlie  country.  Howell  esti¬ 
mated  this  would  cost  $30,000,  and  Allen  paid  cash,  obtaining  a  5  per  cent  dis¬ 
count. 
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New  England  states,  and  has  the  largest  printing  works  in  America 
outside  of  New  York  City.  Even  allowing  for  some  exaggeration,  his 
achievement  was  considerable,  especially  for  one  so  young.® 

Allen’s  energies  found  outlet  also  in  other  directions.  He  was 
director  of  the  Augusta  National  Bank  and  president  of  the  Augusta 
Board  of  Trade  and  the  Augusta  Ix>an  and  Building  Association.  A 
large  user  of  paper,  at  one  time  to  the  extent  of  16,000  pounds  a  day, 
he  became  interested  in  the  Laurentide  and  Richards  Paper  com¬ 
panies,  and  he  obtained  a  controlling  interest  in  the  Kennebec  Steam¬ 
boat  Company,  operating  between  ports  on  the  Kennebec  River  and 
Boston.^  He  took  an  active  part  in  state  and  local  politics  as  a  Demo¬ 
crat,  and  concerned  himself  with  problems  relating  to  fractional 
currency  and  the  tariff  on  envelopes.  It  w^as  his  custom  to  make 
yearly  trips  to  Europe  to  select  paintings  for  reproduction  by  the 
oleographic  process.  On  his  return  from  such  a  trip  in  the  summer  of 
1891,  he  contracted  pneumonia  and  died,  at  the  age  of  forty-two.  He 
had  never  incorporated  the  business,  and  he  died  a  bachelor.  His 
mother  and  two  sisters  carried  on  the  enterprise  until  1895,  and  then 
sold  out  the  business  to  S.  W.  I^ane  &  Co.,  the  stock  to  R.  W.  Soule.® 
The  records,  stored  practically  intact,  remained  untouched  until  their 
transfer  to  Baker  Library. 

Since  the  business  w'as  not  incorporated  until  after  Allen’s  death, 
and  then  was  a  family  affair,  if  is  not  surprising  that  there  are  no 
minutes  or  stockholders’  records.  General  administrative  records  do 
include,  how^ever,  scattered  ledgers  and  journals,  office  accounts 
ledgers  for  the  years  1883  to  1894,  and  two  series  of  cash  books,  one 
extending  from  1872  to  1893,  the  other  from  1871  to  1895.  There  is 
an  early  letterbook,  for  the  years  1871  to  1875,  and  a  complete  series 
from  1886  to  1895.  Letters  to  new'spapc*rs  regarding  advertising  and 

P.  O.  Vickery,  C.  K.  Nash,  and  Spraj?ue  &  Son  were  also  publishini;  in  Aufui^ta 
at  this  time;  therefore  the  statement  in  the  American  Dictionarif  of  Printing  and 
Hookmaking  (1894)  is  on  the  conservative  side.  It  calls  Auf;u.sta  “a  very  important 
printing  and  publishing  center.  The  volume  of  work  done  there  probably  exceetls 
that  of  any  other  town  of  the  same  size  in  the  Union. ”  V’ickery  was  at  one  time 
in  Allen’s  employ. 

’  A  typed  memoir  «)f  K.  C.  Allen,  written  after  his  death,  states  that  he  made 
this  enterprise  a  going  concern.  S«)me  shipping  accounts  and  letters  are  in  the 
collection. 

*  Mr.  Whitney’s  father  was  business  manager  of  the  company  for  fifteen  years. 
Samuel  W.  Lane,  one  time  mayor  of  Augusta,  had  also  worked  for  K.  (’.  Allen, 
as  head  of  the  editorial  department. 
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to  the  Librarian  of  Congress  concerning  copyright  constitute  separate 
series.  Incoming  letters  have  been  preserved  in  the  conventional 
transfer  files  and  a  wooden  cabinet,  with  drawers  from  A  to  Z.  But 
the  Library  received  several  racks  of  pigeonholes,  still  filled  with 
letters  in  the  original  envelopes.®  When  unfolded,  these  were  found 
to  be  mainly  from  agents  and  subscribers,  untold  numbers  of  whom 
had  put  laborious  pencil  to  ruled  papiT  in  homes  across  the  land,  in 
Canada,  and  in  many  British  colonies.  A  sampling  of  these  letters, 
some  scolding,  some  appealing,  some  matter  of  fact,  would  appear  to 
be  sufficient  for  posterity.  Allen  himself  did  not  keep  many  letters 
from  customers,  since  he  found  it  more  economic*al  to  accept  their 
word  if  there  was  any  complaint. 

The  records  of  such  an  enterprise  do  not  always  fit  easily  into  the 
categories  by  which  large  collections  have  previously  been  arranged 
in  the  Manuscript  Division.  But  among  prcnluction  records  one  might 
include  the  numerous  small  record  Ixxiks  of  mailing,  shipments,  and 
stock  on  hand.  There  is  no  main  s<*ries  of  payroll  l•(‘COI•ds,  but  there 
are  several  small  series  of  payroll  and  time  IsKiks.  A  mast  interesting 
find  was  a  dozen  sealed  envelopes  (‘ontaining  sums  due  employees, 
most  of  them  women.  The  amounts  were  small,  ranging  from  47  cents 
to  $6.57 ;  the  total  was  only  $^.70.  Search  of  the  time  Ixxiks  lias  dis¬ 
closed  the  work  record  of  four  or  five  of  tlH‘st^  women.  They  were 
called  paper-writers  and  received,  on  the  average,  $2.50  a  week. 
Other  clerks  seem  to  have  received  $18.00  a  month,  and  a  head  clerk, 
who  kept  Mr.  Allen  informed  of  office  events  during  his  trips  abroad, 
received  $65.00.*® 

Sale  of  magazines,  books,  variety  items,  and  advertising  space 
have  all  left  their  imprint  in  the  n?cords.  Several  portfolio-.sized 
volumes  record  subscriptions  for  the  years  1883  to  1892.  Orders  for 
variety  goods,  for  books,  and  for  outfits,  as  the  agents’  portfolios  were 
called,  are  entered  in  other  series.  Exhortation  of  the  agents  to  greater 
activity  resulted  in  numerous  circulars  and  pamphlets,  copies  of 
which  are  part  of  the  collection,  h^ach  agent  was  assigned  a  liKiger 
page  number;  some  36  of  tlu^  ledgers  have  survived.  Efforts  to  se¬ 
cure  advertising  resulted  in  monthly  certified  statements  of  the  circu- 

•  Someone  htwl  many  years  am*  remove*!  tlie  more  valua!>le  stam|)s.  Kn('l«>sure8 
had  of  course  also  been  renioved,  l*ut  c«*llectioiis  of  dainuKc*!  ('aiiadiaii  .stamps 
and  of  worn,  and  poasibly  counterfeit,  fractional  <*r  |)o.stal  currem’y  wen-  found. 

H.  Hallett  A  Co.  were  strict  ab«*ut  tlie  habits  of  their  einfilox^-es.  At  leasst 
there  is  in  the  collection  a  temix-rance  pledm*  signed  by-C.  F.  Fuller,  Clerk. 
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lation  of  Allen’s  lists.  There  was  some  advertising  which  Allen  would 
not  accept;  a  scrapbook  of  these,  mainly  of  a  medical  nature,  is  in 
the  collection. 

Names  were  of  course  the  firm’s  chief  asset;  the  volumes  of  names 
of  possible  customers  constitute  a  record  peculiar  to  an  activity  of 
this  t3rpe.  Such  names  were  obtained  as  a  result  of  replies  to  ad¬ 
vertisements  and  of  the  canvassing  of  agents;  occasionally  lists  were 
purchased  from  other  firms.  Special  inducements  were  offered  for 
names  of  persons  who  might  be  interested  in  taking  agencies.  There 
are  names  arranged  alphabetically,  names  by  state,  and  foreign 
names,  for  E.  C.  Allen  did  a  considerable  business  in  Canada,  Austra¬ 
lia,  and  other  British  possessions.  A  selection  of  these  volumes  might 
be  sufficient  for  permanent  retention,  once  the  collection  has  been 
studied. 

Purchase  records  are  scattered  among  numerous  .series.  Record  was 
kept  of  the  newspapers  in  which  particular  advertisements  appeared, 
and  sometimes  of  the  results  of  the  advertising.  There  are  suppliers’ 
records,  1880  to  1896,  and  accounts  of  editions  and  job  orders.  Stock 
records  of  albums  are  fairly  complete,  of  variety  goods,  cards,  and 
books  somewhat  less  so.  Albums  were  manufactured  under  E.  C. 
Allen’s  direction  in  Berlin;  arrangements  for  books  were  frequently 
made  with  Armstrong  &  Company,  of  Cambridge;  and  variety  goods 
were  handled  on  commission.  Payments  for  contributions  to  the 
magazines  are  recorded  in  ledgers  for  the  years  1886  to  1887  and  in 
other  records.  They  ranged  from  under  a  dollar,  to  three,  five,  and 
occa.sionally  ten.  There  seems  to  have  been  no  lack  of  offerings,  al¬ 
though  Mr.  Whitney  reports  that  a  lai^e  part  of  the  writing  was  done 
by  the  soldier-author,  Prentiss  Ingraham,  under  various  names.** 
Many  stories  and  poems  came  to  the  Library;  their  survival,  how¬ 
ever,  was  due  only  to  the  fact  that  the  authors  had  not  enclosed 
stamps  for  their  return.  At  least  most  of  the  envelopes  bore  the  brief 
notation  “no  stamps,’’  None  of  the  authors  ever  became  famous, 
and  so  their  efforts  were,  somewhat  reluctantly,  consigned  to  the 
flames.  The  magazines  themselves  offer  sufficient  evidence  of  the 
type  of  fare  furnished  to  subscribers.  *2 

*  ‘  There  are  a  few  letters  from  Infj;raham  and  from  Phoebe  A.  Hanaford,  a  well- 
known  woman  minister  and  author,  in  the  collection. 

Haker  Library  possesses  an  incomplete  file  of  Comfort  Magazine,  published 
by  Gannett,  a  rival  of  Allen’s  in  AuKUsta.  Reference  to  Gannett’s  ma^^azine  will 
further  show  the  historian  the  type  of  material,  particularly  advertising,  popular 
at  the  time.  < 
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A  few  small  series  are  of  interest,  though  not  easily  classified.  A 
useful  record  is  the  inventory  of  the  Portland  and  Augusta  plants 
taken  at  the  time  of  Allen’s  death.  Familiar  names  are  represented 
by  volumes  of  Dun’s  reports  and  Challen’s  advertising  record.  There 
are  even  a  few  letters  addressed  to  John  Hammond,  astrologer, 
evidently  a  feature  of  one  of  the  magazines.  The  Industrial  Ckimpany 
and  the  Pastil  Medicine  Company  seem  to  have  had  some  connection 
with  E.  C.  Allen,  perhaps  on  a  commis.sion  basis,  in  the  later  years. 
The  collection  as  a  whole  is  particularly  strong  in  ephemeral  printed 
matter,  such  as  advertisements,  both  Allen’s  own  and  those  he  printed 
for  others,  and  circulars  distributed  to  agents  and  subscribers.  And 
since  it  is  the  advertising  end  of  his  business  which  is  now  of  particular 
interest,  these  will  be  most  useful.  Miscellaneous  unbound  records, 
insurance  policies,  and  cop3rright  notices  complete  the  collection. 
Supporting  records,  such  as  cancelled  checks,  bills,  and  daily  statistics 
of  mailings,  will  be  disposed  of,  where  the  information  is  recorded  in 
the  bound  volumes. 

The  collection  is  a  large  and  personal  one,  admirably  reflecting  the 
man  and  the  business.  The  fact  that  it  was  stored  with  so  little 
change  of  arrangement,  and  consequently  thus  received  by  the  Li¬ 
brary.  increase's  the  feeling  of  immediacy.  In  the  1880’s  and  ISflO’s 
E.  C.  Allen,  the  Mail  Order  King,  was  a  household  word  in  thousands 
of  homes.  His  plush  photographic  albums  and  Bibles  adorned  many 
a  parlor  table  and  his  oleographs  many  a  wall.  His  periodicals,  he 
might  have  said,  were  designed  for  eveiy  taste,  but  their  appeal  w’as 
primarily  to  farmers.  To  the  public  he  must  have  seemed  a  fine  ex¬ 
ample  of  the  Alger  rags-to-riches  hero.  His  colleagues  were  impressed 
by  his  energy  and  his  ability  to  gauge  the  public’s  tastes.  It  is  said 
that,  when  soliciting  a  picture  for  distribution,  he  had  six  or  so  of  his 
women  clerks  make  the  final  choice.  He  himself  told  his  agents  once 
that  it  was  his  ability  to  produce  in  quantity  which  made  his  prices 
low,  and  that  he  took  a  profit  of  only  5  cents  on  the  dollar.  His  in¬ 
fluence,  for  good  or  bad,  as  a  forerunner  of  the  mail-order  house,  as  a 
popularizer  of  art  in  the  home,  as  a  purveyor  of  reading  matter  to  the 
masses,  his  contributions  to  the  medium  of  advertising  and  to  the 
building  up  of  Augusta,  all  of  these  have  yet  to  be  assessed.  The 
story  should  make  interesting  reading. 


Robert  W.  Lovett 
Harvard  University 


Cliarles  IlfelJ  and  Ai.ercantile  Capitalism  in 
tlie  A.rid  Soutliwest 

\ 

The  history  of  the  Sante  Fe  Trail  has  been  written  and  rewritten, 
replete  with  colorful  episodes  of  wars  and  skirmishes,  of  Indian  mass¬ 
acres  and  Spanish  resistance,  and  of  privations  of  hunger,  thirst,  and 
exposure.  Regarded  from  the  long-time  point  of  view,  these  efforts 
have  been  far  from  satisfying.  The  more  basic  story  of  the  rooting  of 
capital  and  the  building  of  towns,  for  which  all  the^  hazards  appeared 
inviting  and  worth  bearing,  has  received  little  attention. 

Recently  there  has  come  to  light  a  rather  complete  set  of  business 
records,  including  voluminous  correspondence,  of  a  prominent  New 
Mexico  sedentary  merchant,  which  may  go  far  in  opening  to  view 
this  neglected  aspect  of  the  history  of  the  arid  Southwest,  particularly 
since  Civil  War  days.  The  records  are  those  of  Charles  Ilfeld,  a 
German  Jewish  immigrant  whose  company,  bearing  his  name,  still 
exists  as  a  general  wholesaler,  and  the  largest  wholesaler,  in  the  state 
of  New  Mexico. 

Charles  Ilfeld  was  one  of  five  sons  of  a  Homburg  butcher,  the  four 
younger  of  whom  came  to  New  Mexico  in  the  eighteen-sixties  and 
’seventies  at  ages  which  enabled  them  to  escape  the  Prussian  draft. 
Charles  joined  his  older  brother,  Herman,  in  Santa  Fe  in  the  summer 
of  1865,  and  worked  for  a  few  weeks  in  the  firm  of  Elsberg  and 
Amberg,  with  whom  Herman  was  associated  as  a  partner. 

In  September,  Elsberg  and  Amberg  established  a  young  Baltimore 
trader,  Adolph  Letcher,  in  the  mercantile  business  some  ninety-five 
trail  miles  northeast  in  Taos,  New  Mexico,  and  Charles  Ilfeld  went 
along  as  clerk.  The  new  firm  did  well  but  soon  began  to  suffer  from 
the  competition  in  Las  Vegas.  Las  Vegas  was  situated  to  the  east  of 
the  Sangre  de  Cristo  mountains  on  the  main  branch  of  the  Santo  Fe 
Trail  and  became  the  recipient,  at  the  expense  of  Taos,  of  an  in¬ 
creasing  volume  of  ox-drawn  cargoes.  Taos,  nestled  in  rugged  moun- 
,  tains,  lost  its  importance  as  a  distributing  center  when  the  wagon 
’  replaced  the  mule  pack. 

In  1867,  Adolph  Letcher  moved  his  business  to  Las  Vegas,  at  which 
time  Charles  Ilfeld  became  his  partner.  In  competition  with  some  of 
the  older  sedentary  merchants  of  this  growing  town,  A.  Letcher  and 
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Company  prospered  as  suppliers  of  various  Army  forts,  the  Barlow- 
Sanderson  Stage  Line,  and  the  small  petty-capitalist  ranchers  who 
lived  within  the  geographically  large  trade  area  of  Las  Vegas. 

In  1874  nfeld  bought  the  interest  of  his  partner,  Letcher,  and  what¬ 
ever  petty-capitalist  trappings  had  clung  to  the  business  he  soon  dis¬ 
carded.  He  developed  an  organization  which  made  use  of  junior 
partners  in  nearby  mercantile  branches,  and  employed  agents  in  the 
eastern  states  to  care  for  his  interests  there.  Many  joint  ventures, 
offering  immediate  profit  possibilities,  added  to  the  variety  of  risks 
which  he  assumed. 

Charles  llfeld’s  brother-in-law.  Max  Nordhaus,  became  a  part  of 
the  firm  in  1886,  and  with  this  change  the  scope  of  the  business  grew 
lai^er.  Banking,  which  had  been  a  crude  and  minor  function,  was 
consciously  developed.  As  railroads  criss-crossed  the  Territory,  a 
branch  mercantile  house  was  established  in  Santa  Rosa.  Share  crop¬ 
ping  of  sheep  and  the  production  of  wool  were  vigorously  pursued. 
In  1907  the  company  was  incorporated  and  expansion  became  rapid. 

Today  the  general  wholesaling  business  of  the  firm  is  carried  on 
through  eight  distributing  branches  in  New  Mexico  and  one  in  Colo¬ 
rado.  The  company  maintains  a  lai^  general  retail  merchandise 
store  in  the  little  town  of  Mountainair,  New  Mexico,  and  an  import 
office,  which  handles  occasional  exports,  in  New  York  City.  Large 
purchases  of  local  produce — wool,  pifton  nuts,  and  pinto  beans — are 
made  for  national  distribution.  • 

The  Charles  Ilfeld  Company,  now  eighty-five  years  of  age,  still 
carries  on  with  many  of  the  traditions  of  the  sedentary  merchant.  It 
has  modernized  itself  with  a  corporate  structure  but,  with  minor 
exceptions,  has  avoided  the  specialization  of  industrial  capitalism. 
Its  business  records,  rather  complete  from  the  time  of  its  founding  in 
1865,  now  lodged  in  the  University  of  New  Mexico  library  in  Albu¬ 
querque,  are  offering  an  interesting  and  authoritative  opportunity  for 
study  in  the  foundations,  growth,  and  transitional  stages  of  mercantile 
capitalism. 

William  J.  Parish 
University  of  New  Mexico 
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The  Society  has  received  the  following  material  during  the  current 

year: 

From  American  Historical  Association,  Washington,  D.  C.:  American 
Historical  Review. 

From  American  Optical  Company,  Southbridge,  Massachusetts: 
Annual  Report  for  1949. 

From  American  Petroleum  Institute,  New  York  City:  Quarterly y 
Summer,  1950;  Proceedings,  Fourteenth  Mid-year  Meeting, 
Division  of  Refining,  Refining;  Proceedings,  Fifteenth  Mid-year 
Meeting,  Division  of  Refining,  Refining;  also.  Proceedings, 
Twenty-ninth  Annual  Meeting:  Section  I,  General  Sessions; 
Section  II,  Marketing;  Section  III,  Refining;  Section  IV,  Pro- 
duction;  Section  V,  Transportation. 

From  Connecticut  Mutual  Life  Insurance  Company,  Hartford, 
Connecticut:  Many  books  and  pamphlets  on  life  insurance  and 
other  types  of  insurance,  as  well  as  other  miscellaneous  material. 

From  Davison  Publishing  Company,  Ridgewood,  New  Jersey:  Davi¬ 
son’s  Knit  Goods  Trade,  October,  1949;  Davison’s  Rayon  and  Silk 
Trades,  1950;  and  Davison’s  T extile  Blue  Book,  1950. 

From  First  National  Stores  Inc.,  Somerville,  Mas.sachusetts:  Colored 
map  of  Middlesex  County,  Massachusetts. 

From  Georgia  Historical  Society,  Savannah:  The  Georgia  Historical 
Quarterly,  currently. 

From  Historical  Society  of  Western  Pennsylvania,  Pittsburgh:  Wes¬ 
tern  Pennsylvania  Historical  Magazine,  currently. 

From  I.<ee  Higginson  Corporation,  New  York  City:  “The  Spirit  of 
Paul  Revere — a  Glorious  Heritage  for  American  Industry,”  by 
C.  Donald  Dallas,  and  “Management  Looks  at  the  Post-war 
World,”  by  Henry  J.  Kaist*r. 

From  National  Archives,  Washington,  D.  C.:  “Disposition  of  Federal 
Records,”  National  Archives  Publication,  No.  50-53,  Washing¬ 
ton,  1949;  Tenth  Annual  Report  of  the  Archivist  of  the  United 
States  on  the  Franklin  D.  Roosevelt  Library,  1948-1949;  Fifteenth 
Annual  Report  of  the  Archivist  of  the  United  States  for  the  Year 
Ending  .June  30,  1949;  “Selective  Checklist  of  Prints  and  Photo¬ 
graphs  .  .  .  Lots  2985  -  3442.” 
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From  National  Provisioner,  Chicago,  Illinois:  Annual  Meat  Packer's 
Guide,  1949-1950;  and  The  National  Provisioner,  weekly  issues. 

From  Northern  Pacific  Railway  Company,  New  York  City:  Fifty- 
third  Annual  Report  of  the  Northern  Pacific  Railway  Company  for 
the  Year  Erring  December  31,  1949. 

From  Oregon  Historical  Society,  Portland:  Oregon  Historical  Quarter¬ 
ly,  currently. 

From  Philosophical  Society  of  Texas,  Dallas:  Proceedings,  for  1949. 

From  Rhode  Island  Historical  Society,  Providence:  Rhode  Island 
History,  currently. 

From  Southern  Pine  Association,  New  Orleans,  Louisiana:  Weekly 
Trade  Barometer  and  Supplement,  currently. 

From  State  Historical  Society  of "  Missouri,  Columbia:  Missouri 
Historical  Review,  quarterly. 

From  State  Street  Trust  Company,  Boston,  Massachusetts:  “Town 
and  City  Seals  of  Massachusetts,”  Vol.  No.  1. 

From  Texas  State  Historical  Association,  Austin:  Southwestern 
Historical  Quarterly,  currently. 

From  Thompson  Products,  Inc.,  Cleveland,  Ohio:  “1949  Annual 
Report  to  Employees.” 

From  The  Twentieth  Century  Fund,  Washington,  D.  C.:  “Survey  of 
Congested  War  Production  Areas  for  the  Army  and  Navy  Muni¬ 
tions  Board,”  by  Andrews  and  Skidmore  and  Madigan-Hyland, 
under  the  Direction  of  Robert  Moses,  January  15,  1943. 

From  University  of  Illinois,  Urbana:  Bulletins  No.  69,  Business  Life 
Insurance  and  Its  Economic  Applications;  No.  70,  The  Foundry 
Industry  in  Illinois;  No.  71,  Public  Relations  in  Business;  No.  72, 
Effects  of  Corporate  Size  on  Efficiency  and  Profiiability;  and  Busi¬ 
ness  Studies  No.  8,  Consumer  Buying  Habits  in  the  Crab  Orchard 
Area  of  Illinois,  by  David  J.  Luck. 

From  University  of  Oregon,  Eugene:  Oregon  Business  Review,  cur¬ 
rently;  and  “An  Experiment  in  Speculative  Behavior,”  by  O.  K. 
Burrell. 

From  University  of  Washington,  Seattle:  Pacific  Northwest  Quarterly, 
currently. 

From  William  and  Mary  College,  Williamsburg,  Virginia:  William 
and  Mary  College  Quarterly,  currently. 

From  Wyoming  State  Department  of  History,  Cheyenne:  Wyoming 
Annals,  currently. 
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From  Bibliotcea  Nacional,  Buenos  Aires,  Argentina:  “Business  Condi¬ 
tions  in  Ai^entina,”  July-August,  OctobeT-November,  1948, 
January-February,  April,  1949;  “El  Banco  de  la  Nacion  Argen¬ 
tina  y  los  Principios  que  Deben  Orientar  su  Funcion,”  by  Mario 
Martinez  Casas;  “Historia  de  la  Nacion  Argentina,”  by  Ricardo 
Levene,  Vol.  vii;  “El  Codigo  Penal,”  by  Emilio  C.  Diaz;  “La 
Biblioteca  Nacional  en  1947”;  “I^y  de  Educaci6n  de  Gran  Bre- 
tana” ;  “Mensaje  del  Poder  Ejecutivo  informe  del  Ministerio  de 
Hacienda.” 

From  Ministerio  de  Salud  Publica  y  Asistencia  Social,  I^a  Plata, 
Argentina:  Revista  de  Sanidad,  1948-1949,  Vol.  ii. 

From  Bank  of  New  South  Wales,  Sydney,  Australia,:  Annual  Report 
and  Balance  Sheet  for  the  Year  Ended  30th  Septerrdwr,  1949;  and 
Review,  currently. 

From  Commonwealth  Bank  of  Australia,  Sydney:  Commonwealth 
Bank  of  Aukralia  and  Commonwealth  Savings  Bank  of  Australia, 
Report  and  Balance  Sheets  30th  June,  1949. 

From  Manufacturers  Publishing  Company,  Ltd.,  Sydney,  Australia: 
Australasian  Manufacturer,  weekly;  and  The  Industrial  Annual, 
for  1950. 

From  National  Council  9!  Wool  Selling  Brokers,  Melbourne,  Aus¬ 
tralia:  Wool  Review,  1948-1949. 

From  Victorian  Railways  Commissioners,  Victoria,  Australia:  Annual 
Report  for  the  Year  Ended  30th  June,  1949. 

From  Banque  Nationale  de  Belgique,  Brussels,  Belgium:  Bulletin 
dJnformation  et  de  Documentation,  currently. 

From  Banco  do  Brasil,  Rio  de  Janeiro,  Brazil:  Resenha  Economica 
Mensal,  June,  1949. 

From  Bank  of  Toronto,  Toronto,  Canada:  Ninety-fourth  Annual 
Report,  November  30,  1949. 

From  Imperial  Bank  of  Canada,  Toronto:  75th  Annual  General  State¬ 
ment — 31st  October,  1949;  and  75th  Annual  Report  Presented  to  the 
Stockholders,  November  23,  1949. 

From  Royal  Bank  of  Canada,  Montreal:  Monthly  Report,  currently; 
also  Index  to  1949  letters. 

From  Banco  Central  de  Chile,  Santiago,  Chile:  Boletin  Mensual, 
currently. 
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From  Universidad  de  la  Habana,  Habana,  Cuba:  Curaos  Y  Confer- 
encias  de  Extension  Universitaria,  La  insurreccion  de  los  diet  Anos 
(S). 

From  Land  Bank  of  Egypt,  Alexandria:  44'  Exercice  (1949). 

From  Banque  Beige  et  Internationale  en  E^gypte,  Cairo:  Rapport  du 
Conseil  d^ Administration  sur  le  Vingtihne  Exercice  Social  (1948- 
1949). 

From  Institute  of  Actuaries,  Ixindon,  England:  hidex  to  Vol.  Ixxiv  of 
the  Journal. 

From  Nottingham  Chamber  of  Commerce,  Inc.,  Nottingham,  Eng¬ 
land  :  Journal,  currently. 

From  Royal  Economic  Society,  London,  England:  The  Economic 
Journal,  currently;  also  “List  of  Fellows.” 

From  Bank  of  Finland,  Helsinki,  Finland:  Report  of  the  Bank  of  Fin¬ 
land,  for  the  year  1949;  Year  Book,  1948;  and  Monthly  Bulletin, 
currently. 

From  Nordiska  Foreningsbanken,  Helsinki,  Finland:  Unitor,  current¬ 
ly;  and  Eighty-eighth  Annual  Report,  1949. 

From  Suomen  Osuuskauppojen  Keskuskunta  R.  L.,  Helsinki,  Finland: 
Annual  Report,  45th  Year  of  Business,  1949;  Report  of  the  Board  of 
Directors  for  the  32nd  Year  of  Activity,  1949;  and  List  of  Officers, 
dated  January  31st,  1950. 

From  Industrie-  und  Handelskammer  Bremen,  Bremen,  Germany: 
Bericht,  for  1949. 

From  Mech.  Baumwoll-Spinnerei  und  Weberei  Augsburg,  Augsburg, 
Germany:  Hundert  Jahre  Mech.  Baumwoll-Spinnerei  und  Weberei 
Augsburg. 

From  Bank  of  Athens,  Athens,  Greece:  Greece  To-Day,  currently. 

From  Hawaiian  Historical  Society,  Honolulu,  Hawaii:  Fifty-seventh 
Annual  Report,  for  the  Year  1948. 

From  Institute  of  Bankers  in  Ireland,  Dublin,  Ireland:  Journal, 
currently. 

From  Departamento  Autonomo  de  Prcnsa  y  Publicidad,  Mexico  D. 
F.,  Mexico:  Revista  de  Estadistica,  currently. 

From  Amsterdamsche  Bank,  N.  V.,  Amsterdam,  Netherlands:  Quar- 
erly  Review,  currently. 

From  De  Twentsche  Bank,  N.  V.,  Amsterdam,  Netherlands:  Con¬ 
densed  Statement,  currently;  Statements  of  Condition  for  the  Years 
1939,  1940,  1945,  1946,  1947,  1948,  and  1949;  “Steel  in  Western 
Europe:  Dutch  Economic  Policy,”  1950. 
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From  Rotterdamscho  Bankvereeiiiging,  Amsterdam,  Netherlands: 
Benelux — The  Pre-Union  and  After;  and  Wesiem  Germany  and 
European  Integration — Dutch-West-German  Economic  Relations. 

From  Den  Norske  Creditbank,  Oslo,  Norway:  Report  and  Balance 
Sheet,  1949. 

From  Norges  Bank,  Oslo,  Norway:  Beretning  og  Regnskap  for  1949. 

From  Aktiebolaget  Svenska  Handelsbanken,  Stockholm,  Sweden: 
79th  Annual  Report,  1949;  and  Index,  currently. 

From  Stockholms  Frihamnsaktiebolag,  Stockholm,  Sweden:  Stock- 
holms  Frihamnsaktieholag,  1949. 

From  Schweizerischer  Wasserwirtschaftsverband,  Zurich,  Switzer¬ 
land:  Rapport  Annuel  for  the  year  1949. 

From  Revista  de  la  Federacion  Rural,  Montevideo,  Uniguay:  Revista 
de  la  Federacion  Rural,  August,  1949. 

The  Society  has  also  received  the  following  books  for  possible 

review'  purposes: 

From  The  Gifford-Wood  Company,  Hudson,  New'  York:  The  Story  of 
the  Centennial  of  1876. 

From  Messrs.  Baker  &  Hamilton,  San  Francisco,  California:  A  Cen¬ 
tury  of  Hardware  and  Steel,  by  David  Warren  Ryder. 

From  The  Louisiana  State  University  Press,  Baton  Rouge,  Louisiana: 
The  Southern  Country  Store,  1800-1860,  by  Ijewis  E.  Atherton. 

From  The  Thomas  Y.  Crowell  Company,  New  York  City:  Introduc¬ 
tion  to  Business  Cycles,  by  Asher  Achinstein. 

From  Biblioteca  Nacional,  Buenos  Aires,  Argentina:  La  Nacion  Ar¬ 
gentina:  Justa  Libre  Soberana,  Ano  Del  Libertador  General  San 
Martin,  1950. 
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